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1 OCTOBER 27, 1988 
2 
3 SENATOR WATSON: I'D LIKE TO CALL THE HEARING 
4 TOGETHER. GOOD MORNING AND WELCOME TO THE HEARING OF THE 
5 SENATE HEALTH AND HUMAN SERVICES COMMITTEE ON INSURANCE 
6 TESTING FOR THE H. I .V. VIRUS. 
7 ON MY LEFT AND YOUR RIGHT IS ASSEMBLYMAN 
8 PAT JOHNSTON, AND HE IS THE AUTHOR OF 2900, WHICH WILL BE 
9 THE TOPIC OF DISCUSSION IN JUST A MOMENT. 
10 WE HOPE TO HAVE SENATOR ROSENTHAL JOIN US AS 
11 A MEMBER OF THE HEAlTH AND HUMAN SERVICES COMMITTEE. I'D 
12 liKE TO INTRODUCE MY STAFF AND THE CONSULTANT FOR TODAY'S 
13 !HEARING; ON MY RIGHT, JANE UITTI, WHO HAS DONE All THE 
14 WORK; AND GERI LA DUKE, OUR COMMITTEE SECRETARY; AND ON 
15 HER RIGHT, SAL BIANCO, WHO'S FROM THE SENATE INSURANCE 
16 !cLAIMS AND CORPORATION COMMITTEE. AND WE THANK THEM FOR 
17 THEIR HARD WORK AND OUR MOST HARDWORKING SENATE STAFF, 
18 OUR SENATE SERGEANTS AND OUR SENATE REPORTER WHO ARE 
19 HERE. 
20 WELCOME AND THANK YOU. 
21 THE SENATE HEALTH AND HUMAN SERVICES 
22 COMMITTEE HELD A HEARING IN AUGUST ON ASSEMBLYMAN 
23 JOHNSTON'S AB 2900, WrliCH WOULD HAVE Allaw£D HEALTH 
24 INSURERS TO TEST APPLICANTS FOR INDIVIDUAl POLICIES FOR 
25 THE PRESENCE OF THE H. I .V. VIRUS. THE Bill WAS liNKED TO 
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1 THE PASSAGE OF AB 600. A COMPREHENSIVE CATASTROPHIC 
2 HEAlTH INSURANCE BILl AUTHORED BY ASSEMBLYMAN ISENBERG. 
NETHER BILl PASSED THE LEGISLATURE. 
OUR COMMITTEE HELD THE AB 2900 HEAR NG I 
5 COMMITTEE WITH THE PROMISE TO HOlD THIS PUBLIC HEARING TO 
6 INVESTIGATE THE RAMIFICATIONS OF SEX TESTING IN GREATER 
7 DETAIL. 
8 BASICALLY, HEALTH INSURERS TELL US THAT THEY 
9 ARE BEING FACED WITH OVERWHELMING COSTS IN A. I .D.S. AND 
0 A.R.C. HEALTH AND LIFE INSURANCE CLAIMS. AND THEY SAY IT 
IS NOT FAIR FOR OTHER RATE PAYERS TO SUBSIDIZE THE HIGH 
2 COST OF MEDICAL CARE PROVIDED TO A. I .D.S. PATIENTS. 
13 THE INSURERS STATE THAT THEY ARE CURRENTLY 
14 ALLOWED TO USE AT-CELL TEST FOR INDIVIDUAL POLICIES 
5 ICH CAN DETERMINE AN IMBALANCE IN THE IMMUNE SYSTEM BUT 
ICH CANNOT DETECT THE PRESENCE OF THE ANTIBODY 
SPECIFICALLY. INSURERS FURTHER STATE THAT CALIFORNIA IS 
THE ONLY STATE THAT PROHIBITS INSURANCE COMPANIES FROM 
USING H. I .V. TESTS ON APPliCANTS FOR HEALTH INSURANCE. 
THIS PROHIBITION WAS ENACTED IN 1985 WHEN 
2 AB 403 BY ASSEMBLYMAN AGNOS PASSED ESTABLISHING CURRENT 
22 A. I .D.S. TESTING AND CONFIDENTIALITY LAWS. NOW. 
23 !OPPONENTS OF AB 2900 RESPOND THAT AB 600, THE 
24 CATASTROPHIC HEALTH INSURANCE BILL, WOULD NOT HAVE 
25 !GUARANTEED COVERAGE OF THE CHRONIC AND LONG-TERM HEALTH 
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CARE NEEDS OF PERSONS WITH A. i .D.S. OR A.R.C., AND THAT 
AB 600 WOULD NOT PROVIDE PREVENTATIVE CARE TO H. I .V. 
POSITIVE ASYMPTOMATIC PERSONS. 
I 
THEY STATED THAT THE PREMIUMS OF UP TO $100 
OR MORE PER MONTH WOULD HAVE BEEN TOO EXPENSIVE FOR MANY 
PEOPLE, WHO WOULD THEN BECOME PATIENTS IN AN AlREADY 
OVERSTRESSED PUBLIC HOSPITAl AND HEALTH CARE SYSTEM. 
THE OPPONENTS ALSO STATE THAT THERE ARE NO 
PROVISIONS OF PRE- OR POST-TEST COUNSELING AND NO 
10 PENALTIES OR PROTECTIONS FOR WRONGFUl DISCLOSURES. THEY 
11 ALSO OPPOSE THE PROVISIONS OF AB 2900 WHEREBY THERE WAS 
12 NO PROVISION OR WRITTEN CONSENT BEFORE ~HE H. I .V. TEST 
13 WAS ADMINISTERED. 
14 AS WE All RECOGNIZE, THIS HEARING TODAY WILL 
15 BECOME MOOT IF PROPOSITION 102, THE A. I .D.S. INITIATIVE 
16 ON THE NOVEMBER BALLOT, SHOULD PASS. THAT PROPOSITION 
1 7 ULD ALLOW INSURERS TO TEST FOR H. I .V. ANTIBODIES WITH 
18 OF THE MINIMUM PROTECTIONS THAT WERE 
19 ITTEN INTO AB 2900. SO WE PRESUMABLY TODAY WILL 
20 DISCUSS AND WILL HEAR TESTIMONY BASED UPON THE PUBLIC'S 
21 DEFEAT OF PROPOSITION 102. 
22 WE HAVE ASKED INSURERS TO RESPOND TO VERY 
23 SPECIFIC QUESTIONS RELATING TO THE ACTUAL CLAIMS' COSTS 
24 TO DATE AND PREDICTED H. I .V. TESTING COSTS THAT WOULD BE 
25 PASSED ON TO OTHER COVERED RATE PAYERS. WE'RE ALSO 
7 
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ASKING THEM TO RESPOND TO QUESTIONS ON THE USE OF THE 
T-CEll TEST AND RATIONALE FOR EXCLUSION FROM COVERAGE AND 
I NOS SAFETY NET PROV Sl , SUCH AS WERE IN 
SUCH AS 60 , SHOULD BE LINKE TO OF 
5 SUCH A , AND SIMILARLY, BE~EN THE D USE 
OF H. I.V. TESTS AND THE USE OF TESTS FOR OTHER CONDITIONS 
7 FOR THE PURPOSES OF INSURABILITY. AND WE HOPE THAT YOU 
WILl RESPOND, WHEN YOU COME UP IN YOUR PANELS, TO THOSE 
QUESTIONS. 
1 WE'RE GOING TO ASK ASSEMBLYMAN PAT JOHNSTON, 
1 WHO IS CHAIR OF THE ASSEMBLY FINANCE INSURANCE COMMITTEE 
2 AND THE AUTHOR OF AB 2900 TO MAKE HIS PRESENTATION FIRST. 
13 AND THEN AFTER HE FINISHES, I WOULD LIKE TO ASK THE 
1 PEOPLE WHO ARE ON THE PRO SIDE OF THIS PARTICULAR ISSUE 
TO COME UP AS A PANEL. SO WE'll BE CALLING ON JOHN 
MATHEWS, ALFRED A. TORRE, DR. TORRE, AND GREG SADLER AND 
7 BRAD WENGER TO COME UP, AND THEN I'LL INTRODUCE YOU IN 
8 TERMS OF YOUR AFFILIATIONS ONCE YOU ARE HERE AT THE TABLE 
9 N FRONT. 
ASSEMBLYMAN JOHNSTON. 
2 ASSEMBLYMAN JOHNSTON: THANK YOU VERY MUCH, MADAM 
22 CHAIR. l APPRECIATE THE OPPORTUNITY TO JOIN YOU AT THIS 
23 INTERIM HEARING. AND TRUE TO YOUR WORD, WHEN THE BILL 
24 WAS HELD IN THE SENATE HEALTH AND HUMAN SERVICES 
25 COMMITTEE LAST AUGUST, YOU PROMISED A PUBLIC HEARING. 
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1 AND I LOOKED FORWARD TO THIS OCCASION TO FURTHER DISCUSS 
2 THE ISSUE IMPLICIT IN THE LEGISLATION WHICH I CARRIED, AB 
3 2900. 
4 THERE WILL BE WITNESSES AFTER ME WHO WILL 
5 TALK TOVAR OUS ASPECTS OF THE ISSUE, AND I DON'T PRESUME 
6 TO KNOW MORE THAN THEY DO, SO I'D LIKE TO GIVE A BRIEF 
7 OVERVIEW AND INDICATE TO THE CHAIR MY REASONS FOR 
8 CARRYING THE LEGISLATION. 
9 FAILURE TO PASS AB 2900 AND AB 600 LAST 
10 SESSION HAS CREATED AN ANOMALY. PASSAGE OF MY BILL, 
11 AB 3305, AND THE SIGNATURE BY THE GOVERNOR NOW WILL ALLOW 
12 LIFE AND DISABILITY NCOME INSURERS, EFFECTIVE 
13 JANUARY 1ST, 1989, TO USE THE H. I .V. ANTIBODY TEST IN 
14 MAKING UNDERWRITING DECISIONS. 
15 BUT CALIFORNIA CONTINUES TO BAR THE USE OF 
16 THE MOST ACCURATE TEST FOR A. I .D.S. FOR HEALTH INSURERS, 
17 ALTHOUGH ALLOWING THE USE OF THE T-CELL TEST. UNDER 
18 CURRENT CALIFORNIA LAW, IF YOU HAVE DIABETES, IF YOU HAVE 
19 CANCER, IF YOU HAVE A HEART CONDITION, LIVER DYSFUNCTION, 
20 KIDNEY FAILURE, AN INSURER CAN, IF IT WISHES, REJECT YOUR 
21 APPLICATION FOR HEALTH COVERAGE. 
22 THE ASSEMBLY OFFICE OF RESEARCH ESTIMATES 
23 THAT ABOUT 244,000 CALIFORNIANS CANNOT BUY HEALTH 
24 INSURANCE DUE TO A PRE-EXISTING CONDITION. SOME OF THOSE 
25 PRE-EXISTING CONDITIONS ARE MANIFESTING THEIR AFFECT AT 
1600 EAST FOURTH STREET, SUITE 220 
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RELUCTANTLY, THEY ARE NOT A CHAR TY. AND NORDER 
TO CONDUCT THE R BUS MUST BE LE MAKE 
7 REASONED JUDGMENTS OF THE DEGREE OF SK THAT THEY ARE 
BEING ASKED TO NSURE. 
9 F THEY , THEY W LL HAVE TO PASS ON 
COSTS TO OTHERS THAT THEY INSURE. IS THAT FAIR? 
1 WELL, IT IS EASY TO SAY "YES," UN ESS YOU ARE ONE OF THE 
2 OTHERS WHO'S PAYI L, I SUPPOSE. 
1 3 A GREATER ISSUE PERHAPS FACING THIS STATE, 
TH S LEG SLATURE. CERTA NLY THE COMMITTEES THAT YOU AND 
CHAIR, IS THE FACT THAT OVER 5 M L ON PERSONS N 
CAL FORNIA ARE UNINSURED FOR HEALTH PURPOSES, NOT 
1 COUNT NG THOSE WHO ARE NADEQUATELY NSURED. 
8 MOST OF THOSE UNINSURED WORK OR ARE THE 
DEPENDANTS OF THOSE WHO WORK. AS THE COST OF INSURANCE 
20 INCREASES, IT CANNOT LP BUT REDUCE THE AVAILABILITY OF 
21 COVERAGE FOR MARGINAL PAYERS. MOST OF THOSE ON THE 
22 MARG N ARE SMALL EMPLOYERS WHO NOW FIND IT DIFFICULT TO 
23 PAY THE COST OF COVERAGE FOR THEIR EMPLOYEES. 
24 SO IN LOOKING AT THE ISSUE OF TESTING FOR 
25 A. I .D.S., WE HAVE TO TALK ABOUT THE NEED FOR 
Azrrzrtkrrt~ 
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1 COMPREHENSIVE HEALTH INSURANCE. MY Bill NEVER STOOD 
2 ALONE. IT ALWAYS STOOD NEXT TO A CATASTROPHIC HEALTH 
3 INSURANCE Bill; IN THIS CASE, AB 600. AB 600 WAS 
4 DEFEATED IN THE STATE SENATE ON THE SAME DAY THAT MY Bill 
5 WAS DEFEATED IN THE STATE SENATE. 
6 ANOTHER Bill, SB 6, BY SENATOR ROBBINS MOVED 
7 THROUGH THE LEGISLATURE TO THE GOVERNOR'S DESK TO 
8 ESTABLISH A CATASTROPHIC HEALTH INSURANCE PROGRAM. THE 
9 GOVERNOR REGRETTABLY VETOED THAT Bill. IN MANY WAYS, 
10 THAT WOULD HAVE SERVED THE SAME PURPOSE AS AB 600 ONCE IT 
11 WAS IMPLEMENTED. 
12 SO, IN FACT, WHILE I COME TO ARGUE THE 
13 MERITS OF AB 2900, I WANT IT TO BE CLEAR, MADAM CHAIR, TO 
14 YOU AND OTHERS, THAT I DO NOT BELIEVE THAT IT IS GOOD 
15 PUBLIC POLICY TO AllOW HEALTH INSURERS TO REJECT PERSONS 
16 INDIVIDUALLY WHO APPLY FOR HEALTH INSURANCE BECAUSE OF 
17 THE FACT THAT THEY CARRY THE A. I .D.S. VIRUS, UNLESS THERE 
18 IS A HEALTH INSURANCE PROGRAM WHICH THEY CAN APPLY FOR 
19 AND CAN BE ACCEPTED AND THAT THE PREMIUMS ARE REASONABLY 
20 WITHIN THEIR ABILITY TO PAY. 
21 SOME OF THE QUESTIONS RAISED BY OPPONENTS 
22 AND CITED IN THE ANALYSIS OF MY BILl AND REFERENCED IN 
23 YOUR OPENING COMMENTS WOULD INDICATE THAT AB 600 WAS NOT 
24 A SUFFICIENT VEHICLE TO ACCOMPLISH THE GOALS OF PROVIDING 
25 HEALTH COVERAGE FOR THE UNINSURABLES. 
1600 EAST FOURTH STREET, SUITE 220 
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GROUND BETW£EN THOSE WHO WOULD SAY~ SHOULD NOT PERMIT 
2 ANY MORE TESTING EVEN THOUGH THE T-CELL TEST, AN 
3 IMPERFECT NSTRUMENT, S AVAILABLE -- AND PERHAPS IN THE 
4 FUTURE OTHER TESTS WHICH BYPASS THE PROV SIONS OF AB 403 
5 BE DEVELOPED AND MAKE THIS DISCUSSION MOOT AND 
6 THOSE WHO PROPOSITI 102, OR SOMETHING LIKE 
7 IT, WHICH S CLEARLY AN IRRESPONSIBLE APPROACH THAT 
8 SHOULD BE REJECTED BY ALL CALIFORNIANS ON THE NOVEMBER 
9 BALLOT. 
0 NSTEAD, A PROPOSAL THAT PERMITS TESTING FOR 
11 INDIVIDUAL APPLICANTS N THE CONTEXT OF AN OPTION. IF 
14 ORDER, NOT ONLY FOR THOSE SUFFERING FROM A. I .D.S. TO 
7 INSURANCE. 








, AND LOOK FORWARD TO THE TESTIMONY OF THOSE BOTH 
AND CON. REGRETTABLY, I WILL HAVE TO LEAVE BEFORE 
CONCLUSION OF THE HEARING. HAVE HAD THE 
lTV TO WORK WITH MANY OF THOSE WHO HAVE OPPOSED 
LEGISLATION. AND MY STAFF AND I STAND READY NOW AND 
THE FUTURE TO WORK WITH YOU, MADAM CHAIR, AND WITH 
OF THEM IN FACING THE ISSUES PRESENTED AT TODAY'S 
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ASSEMBLYMAN YES, THERE ARE A COUPLE 
2 OTHER ASPECTS F CERTA NLY FUTURE 
3 LEG ONE IS: GROUP POLICIES 
4 WERE NOT COVERE IF AN INSURER 
5 APPROACHES AS STATE EMPLOYEES, AND 
6 WI SHES TO OF A THOSE WHO ARE SIMILARLY 
7 SITUATED N THAT ARE EMPlOYED BY THE STATE OF 
8 CALIFORNIA, THEN THE HEALTH INSURER IS ACCEPTING THE RISK 
9 OF THAT POOL OF PEOPlE AND THEIR DEPENDANTS. 
10 AND SOME OF THEM GET IN AUTO WRECKS AND 
14 lNESS. CANNOT EXCLUDE, NOR SHOULD THEY. YET WE 
15 F ND TODAY THAT SOME PLANS UNDER THE FEDERAL ERISA 
6 EXEMPT ON P -SPONSORED HEAlTH PlANS TO 
7 EXClUDE A. ONS FROM COVERAGE. THAT IS 
18 UNETHICAl N MY JUD~AENT, AND TO THE EXTENT THAT WE CAN 
1 9 PROHIBIT IN CAL A, OUGHT TO. 
20 SENATOR WATSON: WE APPLAUD CERTAIN ASPECTS OF 
21 YOUR Bill, AND WE MADE REFERENCE TO THEM YESTERDAY. I'M 
22 GOING TO CAll DR. MERVYN SilVERMAN UP. WE APPEARED ON A 
23 PANEL IN OPPOSITION TO THE INITIAT VE PROPOSITION 102, 
24 AND WE DID MAKE REFERENCE, AND I THINK SOME OF THE 
25 
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1 FOR AN EXCLUDED EVENT AND THEN THAT BE CONTESTED IN 
2 COURT. THE SECOND THING IS THERE MUST BE A RELATIVELY 
3 SMALL LIKELIHOOD THAT THE EXCLUDED CONTINGENCY WILL OCCUR 
4 DURING THE LIFE OF THE POLICY. SO IF IN THIS CASE WE'RE 
5 GOING TO EXCLUDE ANYTHING THAT COMES FROM THE INFECTION, 
6 THE H. I .V. INFECTION, IT'S VERY, VERY LIKELY THAT THERE 
7 ARE GOING TO BE CLAIMS THAT ARE GOING TO BE COMING FROM 
8 THE H. I .V. INFECTION. IT'S VERY LIKELY. 
9 I MEAN, IF YOU BELIEVE WHAT THE RESEARCHERS 
10 SAY, IT'S ALMOST CERTAIN THAT THERE WILL BE CLAIMS FROM 
11 THE H. I .V. INFECTION. THOSE CLAIMS WOULD BE DENIED. 
12 IT'S ALSO LIKELY THAT THERE WOULD BE DISPUTES REGARDING 
13 WHETHER THOSE CLAIMS WERE VALIDLY DENIED OR NOT VALIDLY 
14 DENIED, AND THOSE DISPUTES WOULD BE CARRIED OVER INTO 
15 LITIGATION. 
16 THERE ARE SOME COMPANIES, SOME INSURANCE 
17 COMPANIES THAT I'M AWARE OF, THAT HAVE ATTEMPTED TO 
18 DESIGN A PRODUCT WHICH HAS A. I .D.S.-RELATED EXCLUSIONS 
19 BUT THOSE POLICIES ARE NOT AVAILABLE FOR SALE IN 
20 CALIFORNIA. 
21 AND THAT'S OUR RESPONSE ON THAT. 
22 SENATOR WATSON: SENATOR ROSENTHAL. 
23 SENATOR ROSENTHAL: IS THERE A REASON THEY'RE 
24 AVAILABLE IN SOME STATES AND NOT IN CALIFORNIA? 
25 MR. MATHEWS: THE COMPANY THAT I'M AWARE OF DOES 
1600 EAST FOURTH STREET, SUITE 220 
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SENATOR WATSON: ANY OTHER QUESTIONS? YES? 
MR. BIANCO: I HAVE A COUPLE OF QUESTIONS I'D LIKE 
TO ASK MR. MATHBNS. 
WHEN YOU STARTED YOUR PRESENTATION, YOU 
TALKED ABOUT THE WAY YOU ASSESSED THE RISK, IF I'M 
!cORRECT. AND YOU TALKED ABOUT THE USE OF THE T-CEll TEST, 
AM I RIGHT, AS ONE OF THE MAJOR TECHNIQUES, IF YOU CAN 
RECAll THAT? 
MR. MATHEWS: ~LL, THE OFFICE OF TECHNOLOGY 
'ASSESSMENTS DID A STUDY OF INSURANCE COMPANIES. AND THEY 
I 
SURVEYED 51 INSURERS, AND THEY ~RE ASKING, HOW DO 
COMMERCIAL INSURERS IDENTIFY H. I .V. EXPOSURE. 
AND THE RESULT OF THAT STUDY SAID THAT 
86 PERCENT OF THE COMPANIES USE APPLICATION QUESTIONS AND 
THEN 82 PERCENT USE ATTENDING PHYSICIAN STATEMENTS AND 61 
PERCENT OF THOSE COMPANIES OCCASIONALLY USE H. I .V. 
ANTIBODY TESTS TO SCREEN SELECTED APPLICANTS. SO IT'S A 
I 
!CASE, ACCORDING TO THE O.T.A. IN THE RESULTS OF THEIR 
SURVEY, EVERYBODY'S NOT TESTED. IT'S THROUGH THE 
UNDERWRITING APPLICATION PROCESS, VARIOUS KINDS OF 
HEALTH-RELATED QUESTIONS ARE ASKED AND WHERE THERE IS A 
REASON FOR FURTHER MEDICAL UNDERWRITING, ADDITIONAL TESTS 
ARE UT Ill ZED. 
MR. BIANCO: THANK YOU. MY FOLLOW-UP QUESTION TO 
27 
25 THAT WOULD BE THAT THEN IT APPEARS THAT INSURERS -- THE 
1600 EAST FOURTH STREET, SUITE 220 
SANTA ANA, CALIFORNIA 92701 












SSARY . I F THE 
NOT 
STS VVH ARE 
T-CEL TEST AND OTHER TESTS. 
29 
1 I I THINK THAT DR. TORRE MAY ALSO BE ABLE TO 
2 ~ADDRESS AN AN~R TO THAT QUESTION. 
3 MR. BIANCO: All RIGHT. I WOULD ASK ANOTHER 
4 QUESTION. THIS RELATES TO CASE MANAGEMENT TECHNIQUES. 
5 DO YOU KNOW AT THIS TIME TO WHAT EXTENT --
6 DO YOU KNOW TO WHAT EXTENT AT THIS TIME IN TERMS OF CASE 
7 MANAGEMENT WHAT THE AVERAGE COST FOR INDEMNITY iNSURERS 
8 ARE FOR AN A. I .D.S. ClAIM? 
9 MR. MATHEWS: I CAN GIVE YOU A RANGE. 
10 MR. BIANCO: THAT'S FINE. 
1 1 MR. MATHBNS: IF I CAN FIND MY DOCUMENT HERE. 
12 THE RANGES FROM THE LATEST INFORMATION THAT 
13 ~HAD OBTAINED, THE COST OF A. I .D.S.-RELATED ClAIMS FOR 
14 THE DURATION OF THE ClAIM RANGE ARE FROM ABOUT $35,000 TO 
15 $70,000, IN THAT RANGE, AlTHOUGH IT WOULD DEPEND ON WHERE 
16 IN THE COUNTRY THOSE CLAIMS CAME FROM AND ALSO WHAT TYPE 
17 OF TREATMENT WAS RECOMMENDED BY THE PHYSICIAN. 
18 HOWEVER, THE RESEARCH INDICATED THAT THE 
19 MAJORITY OF THE LOWER END ClAIMS, DOWN IN THE 35- TO 
20 $45,000, HAD TO DO WITH CASE MANAGEMENT. SO THE RESULT 
21 OF OUR INFORMATION WAS THAT CASE MANAGEMENT DOES REDUCE 
22 THE DOllARS SPENT FROM -- ON THE WHOLE SYSTEM REGARDING 
23 THE TREATMENT. 
24 MR. BIANCO: ~ll, BASED UPON THAT, IF THE 
25 LEGISLATURE ~RE TO ADOPT AS PUBLIC POLICY A REQUIREMENT 
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THAT AL INDEMNITY NSURERS AND PLANS USED CASE 
THE TREATMENT OF A. I .D.S. OR A.R.C. RATHER 
OR PERM NG A MORE ST CATED TEST, 
EXTENT WOULD NSURERS HAVE LESS OF A LOSS N 
5 THE R RESERVES AND THEREFORE NOT BE THREATENED WITH 
6 SOLVENCY? 
7 MR. MATHEWS: I WOULD THINK INSURERS ARE MOVING TO 
8 THAT DEGREE ANYWAY. THEY'RE MOVING THAT WAY RIGHT NOW. 
9 I WOULD THINK THAT ONE OF THE THINGS THAT WOULD BE 
0 POSIT VE COMING OUT OF THIS DIALOGUE WOULD BE ENCOURAGING 
i THE STATE, THROUGH ITS MEDI-CAl PROGRAM, TO USE CASE 
2 MANAGEMENT TO THE GREATEST EXTENT IT CAN, AS WELL AS ALl 
13 PEOPLE INVOLVED. 
4 WE ARE MAKING AN EFFORT WITHIN OUR 
5 ASSOCIATION TO GET THIS INFORMATION OUT TO OUR MEMBERS 
AND TO ENCOURAGE THEM. AND I REALLY BEL EVE THAT YOU'RE 
GONG TO SEE T BE NG USED VERY EFFECTIVELY. 
8 DID HAVE SOME OTHER INFORMATION TO ADDRESS 
ANOTHER ONE OF THE QUEST ONS THAT YOU HAD. THAT WAS 
QUEST ON NUMBER 6. 
SENATOR WATSON: PLEASE. 
22 MR. MATHEWS: AND THAT HAD TO DO WITH CONSENT. WE 
23 SUPPORT THE CONCEPT OF INFORMED CONSENT IN THE INSURANCE 
24 
25 
LICATION PROCESS. FOR THE LAST YEAR WE HAVE BEEN 
lNG TO PERSUADE THE NATIONAL ASSOCIATION OF INSURANCE 
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COMMISSIONERS TO ADOPT A UN FORM MODEL REGULAT ON 
2 ESTABLISHING AN H. I .V. SPECIF C NFORMED CONSENT FORM. 
3 ~ ENDORS AND SUPPORT THE EOUIREMENTS FOR 
COUNSELING, THE REOU REMENT FOR INFORMED CONSENT, THE 
5 REQUIREMENTS FOR PR VACY PROTECT ON AND THE PENALTIES 
6 CONTAINED IN SECTION 799.03 OF ASSEMBLY BILL 3305. JUST 
7 SET THE RECORD CLEAR, ~ DO SUPPORT THOSE PROVISIONS 


















SENATOR WATSON: DID YOU MENTION THE PRE- AND 
-TEST COUNSELING? 
MR. MATHEWS: THOSE ARE THE ONES, SENATOR, THAT 
IN THAT BILL. 
SENATOR WATSON: THANK YOU. 
MR. MATHEWS: OUR MEMBER COMPANIES DO BUSINESS IN 
OTHER 49 STATES WHERE H. I .V. TESTING IS PERMITTED. 
IN THOSE STATES THE COMPANIES GENERALLY INFORM THE 
APPLICANT THAT THE APPLICANT MAY NOT BE 
, THAT THE APPLICATON MAY NOT BE ACCEPTED BECAUSE 
BLOOD DISORDER. THE APPLICANTS THEN ARE INFORMED 
THE TEST RESULTS CAN, IF THEY CONSENT, BE SENT TO 
PERSONAL PHYSICIAN FOR A DISCUSSION OF THE RESULTS. 
AND THIS IS THE TRADITIONAL METHOD~ HAVE 
NOTIFYING AND GETTING COUNSELING INFORMATION 
THE PHYSICIAN-PATIENT RELATIONSHIP, AND IT'S 
ACCEPTABLE WITH RESPECT TO ALL THE SERIOUS 
1600 EAST FOURTH STREET, SUITE 220 
SANTA ANA, CALIFORNIA 92701 
krrz~fer~~ 
re/3or£znc ~ervzce 
DISEASES APPROPR ATE HERE AlSO. 
BUT T'S A CASE OF US R NG THE 
APPLICANT EXPLAI lNG YOUR APPLICATION HAS BE DENIED. 
4 THAT LETTER THAT GOES OUT DOES NOT SAY A SPEC F!C REASON 
5 FOR THE DENIAL. IT ENCOURAGES THAT THE APPL CANT lET US 
6 RElEASE THE MEDICAL INFORMATION TO HIS OR HER PHYSICIAN 
7 SO THAT PHYSICIAN IS THE ONE INVOLVED IN THE NFORMATION 
8 PROCESS. 
9 SENATOR WATSON: ALL RIGHT. THANK YOU. WE 
10 APPREC ATE YOUR RE E, AND I'D LIKE NOW TO CALL 
1 DR. TORRE. 
12 DR. TORRE: THANK YOU, MADAM CHAIR, LADIES AND 
13 GENTLEMEN. FIRST, I WOUlD LIKE TO TAKE THE OPPORTUNITY 
14 TO TELl YOU HOW WARM I FEEL ABOUT YOUR UNDERSTANDING OF A 
15 VERY DIFFICULT PROBLEM. THIS JUST DIDN'T COME FROM MY 
16 ASSESSMENT OF WHAT I HEARD HERE, JUST BY READING 
17 SOMETHING. THIS MEANT YOU HAD TO GO INTO IT VERY DEEPLY. 
18 I FEEL CONFIDENT THAT MY COMMENTS Will BE TAKEN IN THE 
9 MANNER THAT THEY ARE PRESENTED. 
20 BEFORE GOING NTO THE DISCUSSION OF THE 
2 T-CELL, WOULD JUST liKE TO MENTION ONE THING THAT 
22 SENATOR JOHNSTON MENTIONED ABOUT THEM. I .V. CODE AND 
23 CONFIDENTIALITY. I HOPE YOU UNDERSTAND THAT WiTHIN THE 
24 PAST YEAR THAT ALL M. I .V. CODES THAT REFER TO H. I .V. 
25 POSITIVE TESTS, HAVE BEEN ABOLISHED. THEY HAVE BEEN 
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1 TRANSMITTED TO ANOTHER CODE NUMBER THAT IS DESIGNATED 
2 ABNORMAL TEST FOR WHICH THERE IS NO OTHER CODE, SO THAT 
3 iF YOU ARE H. I .V. POSITIVE, IT Will THEN BE IDENTIFIED. 
4 H~VER, ON THE OTHER HAND, THERE IS A CODE 
5 THAT SAYS ABNORMAL T-CEllS. SO THAT IF YOU TEST ABNORMAL 
6 FORT-CEllS FOR ANY INSURANCE COMPANY, IT CAN'T BE 
7 REPORTED. WHAT I HOPE TO DO IS DISPEL SOME OF THE 
8 QUESTIONS ABOUT THE T-CEll ITSELF, IF I MIGHT HAVE JUST A 
9 FEW MINUTES --
10 SENATOR WATSON: PLEASE. 
1 1 DR. TORRE: TO GIVE YOU A RANDOM THOUGHT. 
12 T-CEllS ARE THE CEllS THAT ARE THE BASIS FOR OUR IMMUNE 
13 SYSTEM. THEY'RE THE ONES THAT FIGHT THE BUGS, AND FIGHT 
14 THE VIRUSES AND THINGS THAT COME INTO OUR BODY TO ATTACK 
15 IT, WHETHER IT BE ANIMAL, MINERAL OR VEGETABLE. THEY SET 
16 UP THE ANTIBODY SYSTEM. 
17 THE T-CELLS ARE CONSIDERED THE QUARTERBACK. 
18 THE T-4 CELLS, THESE ARE THE CELLS WE ARE INTERESTED IN. 
19 WE HAVE SEVERAL T-CELLS, BUT THE TWO MAIN CELLS ARE THE 
20 T-4 AND T-8. THE T-4 CELLS ARE THE ONES THAT ARE 
21 DIRECTLY ATTACKED BY THE H. I .V. VIRUS ALONG WITH WHAT 
22 THEY CALL A MACROFACED -- LET'S JUST LIMIT IT TO T-4 
23 RIGHT NOW. 
24 ONCE THE T-4 CELLS ARE GONE, YOUR IMMUNE 
25 SYSTEM IS GONE. THE PROBLEM IS, IT IS NOT ONLY THE 
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1 . I .V. VIRUS THAT ATTACKS THE T-CELLS. AS I MENT ONED. 
2 THE -4 CELLS ARE THE QUARTERBACK. IN OTHER WORDS, THEY 
D RECT THE OTHER CELLS W N THE MMUNE EM, THE 
4 MMUNE COMPLEX AS HOW TO RESPOND TO ASSAULT THE HUMAN 
5 BODY. 
6 I HAVE A L ST HERE OF OTHER CONDITIONS THAT 
7 ARE AFFECTED BY T-CELLS AND EVEN COND TIONS -- NOT ONLY 
8 CONDITIONS THAT ARE MEDICAL, BUT CONDITIONS SUCH AS 
9 TEMPERATURE, CONDITIONS SUCH AS TIME. 80 PERCENT OF THE 
10 INSURANCE COMPANIES USE THE HOME OFF CE REFERENCE LAB IN 
1 KANSAS C TV, KANSAS. 
12 THEY HAVE ESTABLISHED A METHODOLOGY BY WHERE 
13 THE BLOOD IS BROUGHT THERE BY FEDERAL EXPRESS AND WITHIN 
14 48 HOURS IS RUN FOR THE T-CELL TEST. IF IT'S NOT THERE 
15 AND ACCEPTABLE WITH N THE 48-HOUR PERIOD, iT IS JUST 
16 REPORTED AS T-CELLS NOT SUITABLE FOR TESTING. 
17 NONETHELESS, IN DISCUSSIONS WITH SOME PRETTY 
18 EM NENT PEOPLE IN THE FIELD, I FOUND OUT THAT HEAT CAN 
19 AFFECT IT. AND THAT WAS NICE TO LEARN, BUT ALSO FOUND 
20 THAT COLD CAN AFFECT THE T-CELL COUNT. AND COLD CAN 
21 AFFECT THE T-CELL COUNT N A GREATER DEGREE THAN HEAT. 
22 AND WHEN WE THINK OF SOMETHING BEING FEDERAL 
23 EXPRESSED AT 35,000 FEET. IT'S GOT TO BE COLD UP THERE. 
24 MY AIR FORCE DAYS TELLS ME IT'S SOMETHING LIKE 55 DEGREES 
25 BELOW ZERO. WE ARE NOT TALKING ABOUT A CHILL, WE'RE 
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1 TALKING ABOUT WAY BELOW FREEZING. SO THAT THE TEST 
2 ITSELF IS NOT TOTALLY RELIABLE BASED ON THE FACT THAT 
3 IT'S TAKEN HERE IN CALIFORNIA, SENT BY FEDERAL AIR 
4 EXPRESS TO KANSAS CITY, KANSAS AND THEN IT IS RUN. BUT 
5 THIS IS THE BEST WE HAVE TO DO. 
6 THE T-CELL IS CALLED A SURROGATE TEST. 
1 LOVE THAT WORD BECAUSE IT'S SO COMMON TODAY. BUT ONE OF 
8 TWO SURROGATE TESTS. ANOTHER SURROGATE TEST IS CALLED 
9 THE BETA 2 MICROGLOBULIN. 
10 OUR COMPANY ALONG WITH SEVERAL OTHER 
11 COMPANIES DO NOT HAVE THE CONFIDENCE IN THAT TEST AS WE 
12 DO IN THE T-CELLS. BUT WE REALLY DON'T HAVE A LOT OF 
13 CONFIDENCE IN THE T-CELLS, TOO. IT WOULD BE FAR BETTER 
14 IF WE WERE ABLE TO TEST FOR THE H. I .V. ANTIBODY. I HOPE 
15 THAT YOU TAKE ADVANTAGE OF SOME OF THE NEWSPAPERS THAT 
16 HAVE SHOWN RECENT STUDIES DONE WITH THE ARMY WITH THE 
17 FALSE POSITIVE RATE. ONE OUT OF 137,000 APPLICANTS IN 
18 THE ARMY, ONE FALSE POSITIVE. 
19 SO I HOPE YOU'RE NOT THINKING THE H. I .V. 
20 ANTIBODY TEST IS AT ALL NOT A VERY FINE TEST. IN FACT, 
21 THE ACCURACY IS SAID TO BE 99.99 PERCENT. I WAS TOLD 
22 CONFIDENTIALLY --WELL, NOT REALLY CONFIDENTIALLY 
23 WAS TOLD IN PRIVATE THAT THE TESTING IS SO SECURE AT THE 
24 HOME OFFICE REFERENCE LAB, THAT THEY WILL ALLOW TWO 
25 NEGATIVES TO BE CALLED NEGATIVE WHICH INDEED ARE POSITIVE 
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N ORDER ONlY TO AllOW ONE POS TIVE TO GO THAT IS 
NDEED NEGATIVE. 
OTHER WORDS, YOU'll GET TWO FAlSE 
NEGATIVE TESTS ONE FAlSE POS T VE ST OUT OF ,0 0. 
5 THAT WAS THEIR STATISTICS. THAT'S THE 99.99. SO IN 
6 ORDER TO PREDICT A PERSON -- AND THAT WAS A YEAR AGO. 
AND SINCE A YEAR AGO, THE H. I .V. TESTING HAS BECOME SO 
MUCH MORE REFINED. SO MUCH MORE REFINED BECAUSE WE HAVE 
9 WHAT WE CAll RECOMBINANT ANTIBODIES THAT DO ATTACK AND 
10 ATTACH AND IDENTIFY THE VERY, VERY ENVElOPE, AS WE CAll 
11 IT, OF THE VIRUS. AND IT'S IMPOSSIBlE TO HAVE AN H. I .V. 
12 INFECTION WITHOUT IDENTIFYING THIS ENVElOPE. 
13 WE HAVE TOTAl CONFIDENCE IN THE ABiliTY TO 
14 TEST FOR POSITIVITY. TOTAl CONFIDENCE IN THE FACT THAT WE 
15 ARE SURE IF A PERSON IS POSITIVE, THEY ARE INDEED 
6 POSITIVE. 
NOW, TO GET TO THE T-CEllS. I MENTIONED THE 
18 PHYSICAl CHARACTERISTICS OF THE T-CEllS BEING AFFECTED BY 
19 TIME, COlD TEMPERATURE AND HOT TEMPERATURE. ANOTHER 
20 CONDITION THAT CAN CAUSE T-CEll ABNORMAliTY IS CAllED 
2 SARCOIDOSIS. IT'S A DISEASE OF THE lYMPH SYSTEM AND OF 
22 THE lUNGS; lYMPHOMA, WHICH IS SIMilAR TO HODGKIN'S 
23 DISEASE. 
24 IN FACT, ON THE SPORTS PAGE OF THE 
25 SAN FRANCISCO CHRONIClE ABOUT A YEAR AND A HAlF AGO, I 
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DON'T KNOW HOW IT GOT THERE, BUT IT SAID THAT IN 
2 CALIFORNIA IF YOU GO OUT ON THE BEACH AND YOU SMOKE 
3 MARIJUANA AND YOU GET A SUNBURN, YOUR T-4 CELLS WILL 
4 DECREASE. 
5 LET'S FACE IT, THAT IS PRETTY BAD. NOW, THE 
6 T-8 CELLS SEE, ~ MAKE A RATIO. THERE HAS GOT TO BE 
7 T-4 CELLS THEN THERE ARE T-8 CELLS. SO BASICALLY, THE 
8 RATIO ITSELF CAN BE AFFECTED BY LOWERING THE T-4 CELLS OR 
9 RAISING THE T-8 CELLS. IT CAN BE DONE. BUT THE T-8 
10 CELLS CAN BE INCREASED BY ACTIVE HEPATITIS-B, BY OTHER 
11 VIRAL INFECTION, MONONUCLEOSIS, HERPES, INFLUENZA. IN 
12 OTHER WORDS, WHAT~ GET DOWN TO IS THE T-CELL TEST IS 
13 NOT SPECIFIC FOR THE H. I .V. ANTIBODY. IT CAN BE AFFECTED 
14 BY MANY THINGS THAT i 'VE ALREADY EXPLAINED. 
15 SO WHEN~ LOOK AT THESE TESTS AND I, IN MY 
16 SHOP, I CALL IT MY SHOP -- I SHOULD HAVE IDENTIFIED 
17 MYSELF I GUESS IN THE BEGINNING. I'M DR. ALFRED TORRE. 
18 I'M THE MEDICAL DIRECTOR FOR THE EQUITABLE LIFE INSURANCE 
1 9 
I 
j IN THE ~STERN REGION. THE ~STERN REGION ENCOMPASSES 14 
20 I STATES. 
21 SO WHAT I'M TRYING TO SAY IS WHAT~ ARE 
22 DEALING WITH IS~ ARE RESTRICTED TO USE A TEST IN ORDER 
23 TO PROTECT OUR POLICYHOLDERS THAT IS NOT ACCURATE. IF WE 
24 ~RE TO TAKE A HUNDRED PEOPLE THAT TESTED POSITIVE FOR 
25 H. I .V. ANTIBODIES, WE WOULD PROBABLY GET A CORRELATION, 
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AT BEST, OF 13 PERCENT. SO~ WOULD BE MISSING 87 
2 PERCENT OF THE PEOPLE ~ ~RE LOOK NG FOR. 
AND 'M GOING TO SUM UP BY SAYING, ON THE 
4 OTHER HAND, WHAT DO ~ DOW TH THE 87 PERCENT OF THE 
5 PEOPLE WHO TURN UP SHOWING A POS TIVE T-CELL OR SHOULD 
6 SAY ABNORMAL T-CELL, WHO INDEED DON'T HAVE THE H. I .V. 
7 INFECTION? THEN~ HAVE TO WRESTLE WITH THAT. 
8 WHAT I'VE TRIED TO SAY IS THAT THE TEST 
9 ITSELF IS IMPERFECT AND ~'RE TRY NG TO STRETCH IT 
10 AGAINST A TEST THAT HAS ALMOST REACHED PERFECTION. AND 
11 BEING DENIED THE ABILITY TO USE THIS,~ ARE NOT ONLY 
12 GOING TO BE, NUMBER ONE, INSURING PEOPLE, WHO HAVE THE 
13 H. I .V. INFECTION, BUT MOREOVER, BECAUSE~ THINK WE'RE 
14 DOING GOOD, ~'RE GOING TO BE DENYING INSURANCE FOR 
15 PEOPLE WHO INDEED DON'T HAVE THE H. I .V. INFECTION. AND 
16 MAY HAVE NOTHING WORSE THAN JUST A BAD COLD OR INFLUENZA. 
17 THANK YOU. 
18 SENATOR WATSON: SENATOR ROSENTHAL. 
19 SENATOR ROSENTHAL: AND THEN WHY DO~ USE IT? 
20 DR. TORRE: BECAUSE IT'S AVAILABLE AND IT'S NOT 
21 PRESCRIBED. IN OTHER WORDS, IT'S NOT PROHIBITED. THE 
22 H. I .V. ANTIBODY TESTING WAS SPECIFICALLY PROHIBITED IN 
23 ORDER TO PROTECT THE POLICYHOLDERS IN THE INSURANCE 
24 INDUSTRY PER SE. IT'S NECESSARY TO SEARCH OUT FOR THESE 
25 HIGH RISK INDIVIDUALS, THESE HIGH RISK PEOPLE, AND THIS 
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IS THE TEST THAT IS All~D ONLY BECAUSE IT'S NOT 
2 DISAll~D. 
3 SENATOR ROSENTHAl: BUT IF YOU MAY BE -- IF 87 
4 PERCENT OF THE PEOPLE MAY, IN FACT, TEST NEGATIVELY, AND 
5 MAY BE TURNED DOWN FOR INSURANCE ON THE BASIS OF THAT 
6 TEST 
7 DR. TORRE: THE OTHER SIDE OF THAT IS THAT 87 
8 PERCENT OF THE PEOPLE WITH H. I .V. MAY TEST NEGATIVE AlSO. 
9 YOU CAN WORK YOUR STATISTICS AROUND TO PROVE A POINT. 
10 WHAT I'M TRYING TO SAY IS ~'RE TESTING 
11 WE ARE USING A TEST THAT IS NOT ACCURATE, SO WE ARE 
12 BOTH -- THE TEST ITSELF DEFEATS OUR PURPOSE. THAT'S 
13 BASICALLY IT, BECAUSE~ ARE AllOWING PEOPLE WHO EITHER 
14 SHOULD BE RATED OR SOME OTHER PRESCRIPTIONS, OR WE'RE 
15 ALLOWING PEOPLE NOT TO BE INSURED WHO SHOULDN'T EVEN HAVE 
16 A QUESTION OF INSURABILITY BASED ON AN IMPERFECT TEST. 
17 THAT'S WHY WE USE IT, BECAUSE IT'S THE BEST TEST~ HAVE 
18 AVAILABLE TODAY. IT'S BETTER THAN NO TEST. BUT I, AS A 
19 PHYSICIAN, I'M NOT PROUD OF THE FACT THAT I HAVE TO USE 
20 THAT TEST. BUT I CAN SEE --
21 SENATOR WATSON: LET ME ASK YOU THIS: YOU TALK 
22 ABOUT PEOPLE AT RISK. HOW DO YOU DETERMINE WHO TO TEST 
23 AND WHO NOT TO TEST? 
24 DR. TORRE: ~ TEST BY VIRTUE OF THE AMOUNT OF 
25 INSURANCE. ~ DO NOT APPLY FOR -- MAYBE I SHOULD CLARIFY 
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1 MY POSITION. I AM THE MEDICAL DIRECTOR FOR THE W£STERN 
2 L FE INSURANCE COMPANY. DO NOT DEAL WITH HEALTH, BUT 
3 SINCE N MY DOMAIN WE DEAL W TH 750 T-CELL TE A MONTH, 
4 AM CONFIDENT HAVE EXPERIENCE TO SPEAK TO THE GOODNESS 
5 OR THE BADNESS OF THE TEST, HOWEVER YOU WISH TO SAY IT, 
6 BUT -- THAT'S ABOUT THE BEST I CAN ANSWER YOUR QUESTION. 
7 SENATOR WATSON: BUT THE AMOUNT OF NSURANCE -- IF 
8 SOMEONE COMES IN AND WANTS A POLICY FOR, SAY, $50,000, 
9 YOU WOULD AUTOMATICALLY TEST THAT PERSON? 
10 DR. TORRE: NO. OUR INSURANCE COMPANY, FROM AGE 
1 15 THROUGH AGE 55, IT'S OVER $100,000. 
12 SENATOR WATSON: IS WHEN YOU WOULD TEST? 
13 OR. TORRE: YES. ANYTHING AT AGE 56 AND OVER IT 
14 HAS TO BE OVER $250,000. SO IT'S POSSIBLE THAT SOMEBODY 
15 COULD COME IN FOR 75, 50 OR $100,000 OF INSURANCE AND 
16 NEVER GET A BLOOD TEST. 
1 7 SENATOR WATSON: SO YOU'RE NOT REALLY LOOKING AT 
18 HIGH RISK PEOPLE BASED ON A SERIES OF FACTORS THAT WOULD 
19 PUT THEM AT RISK. WHAT YOU ARE LOOK NG AT IS THE AMOUNT 
20 INSURANCE THEY WANT TO BUY? 
21 DR. TORRE: DEFINITELY. W£'RE NOT LOOKING AT 
22 ANYTHING ELSE, BUT THIS IS IT. NOW, WHEN WE GET AN 






1 MIGHT BE AT HIGH RISK, THEN~ MIGHT FEEL JUSTIFIED IN 
2 OBTAINING A TEST. BUT IN ABSENCE OF ANYTHING 
3 SENATOR WATSON: WHAT IS AN A.P.S.? 
4 DR. TORRE: ATTENDING PHYSICIAN STATEMENT. 
5 BUT IN THE ABSENCE OF THAT, IT IS STRICTLY 
6 BASED ON MONEY AND AGE. IT HAS NOTHING TO DO WITH -- NO 
1 OTHER FACTORS INVOLVED. 
8 MS. UITTI: TO WHAT EXTENT DO YOU EXCLUDE PEOPLE 
9 FROM HEALTH INSURANCE ON AN INDIVIDUAL BASIS AS A RESULT 
10 OF AN ABNORMAL T-CEll TEST? 100 PERCENT? 
1 1 DR. TORRE: I CAN'T ANSWER THAT ON HEALTH, BUT I 
12 DO HAVE MY STATISTICS ON LIFE. DON'T SEE THAT LIFE AND 
13 HEALTH IS DIFFERENT FROM THE STANDPOINT OF THE APPLICANT. 
14 CAN YOU ACCEPT THAT? 
1 5 MS. UITTI: BUT W£'RE ACTUAllY INTERESTED IN THE 
16 HEALTH INSURANCE BECAUSE THE LIFE INSURANCE Bill WAS 
17 !PASSED 
18 DR. TORRE: I UNDERSTAND THAT, BUT WHAT I'M TRYING 
19 TO SAY, THE PEOPLE ARE THE SAME PEOPLE. THE STATISTICS 
20 ULD HOLD. IN OTHER WORDS, GIVEN 1,000 PEOPLE WHO W£NT 
21 OUT FOR HEALTH AND 1,000 PEOPLE THAT WENT OUT FOR LIFE, 
22 AND YOU TESTED THE i,OOO PEOPLE BECAUSE THEY WERE GOING 
23 UT FOR LIFE, THE STATISTICS -- LET ME JUST GIVE THIS TO 
24 YOU. 
25 IN APRIL, MAY AND JUNE OF 1988, I HAD 73 
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1 ABNORMAL T-CELL TESTS PRESENTED TO ME OUT OF A TOTAL OF 
2 2,068 TE PERFORMED. 
3 UITTI: ~RE THEY ALL REJECTED FOR I ? 
4 DR. TORRE: ONLY 4 ~RE. 
5 MS. UITTI: SO YOU DID NOT REJECT ALL APPLICANTS 
6 FOR LIFE INSURANCE AS THE RESULT OF AN ABNORMAL T-CELL 
7 TEST? 
8 DR. TORRE: THAT IS VERY CORRECT. BUT THE RATE OF 
9 POSITIVITY ON AT-CELL TEST IS 35 PER 1,000. THE RATE OF 
10 POSITIVITY ON AN H. I .V. ANTIBODY IS 2 PER 1,000. BASED 
1 1 ON MY STATISTICS, IN CALIFORNIA AM DECLINING PEOPLE FOR 
12 INSURANCE AT A RATE OF THREE-AND-A-HALF TIMES GREATER 
13 THAN IN THE OTHER 50 STATES. 
14 MS. UITTI: THAT IS ONLY FOR LIFE INSURANCE? 
15 OR. TORRE: FOR LIFE INSURANCE. THE SAME 
16 PRINCIPLES, UNDERWRITING PRINCIPLES, WOULD BE APPLIED TO 
17 HEALTH AS ~LL BECAUSE YOU LOOK AT THE TEST ITSELF. 
18 MS. UITTI: I UNDERSTAND THAT THE PRINCIPLES WOULD 
9 BE SAME. 
20 BRAD, CAN ANYBODY ELSE ON THE PANEL ANS~R 
21 THE ACTUARIAL EXCLUSION OF PEOPLE BASED ON A T-CELL 
22 ABNORMALITY? 
23 MR. ~NGER: BRAD ~NGER, REPRESENTING THE 
24 ASSOCIATION OF CALIFORNIA LIFE INSURANCE COMPANIES. 
25 THE COMPANIES DIFFER IN THEIR UNDERWRITING 
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1 PRACTICES. SOME ARE MORE liBERAl N ACCEPTING A NEGATIVE 
2 T-CEll RESULT, SOME ARE MORE CONSERVATIVE. SO THERE 
3 CAN'T BE ONE SET ANS~R. BUT THERE IS A SIMILARITY 
4 BE~EN liFE AND HEALTH, SO DR. TORRE'S COMMENTS, I 
5 THINK, CAN BE ANALOG ZED TO THE HEALTH FIELD WHERE THE 
6 EXPERIENCE WOULD BE SIMILAR. 
7 BUT AGAIN, HE HAD 73 BAD RESULTS ON THE 
8 T-CELl TESTING AND ENDED UP ACCEPTING 14 OF THOSE (SIC). 
9 HIS COMPANY COULD DIFFER FROM OTHER COMPANIES WHO WOULD 
10 HAVE REJECTED MORE. BUT IT WILl VARY FROM COMPANY TO 
11 COMPANY BECAUSE THIS IS THE WAY COMPANIES COMPETE ON 
12 THEIR UNDERWRITING. 
13 THE COMPANIES ARE IN THE BUSINESS TO SELL 
14 INSURANCE, AND THEY WANT TO SELL INSURANCE, BUT THEY HAVE 
15 TO DO IT ON A SOUND FISCAl BUSINESS. SO YOU CAN'T ACCEPT 
16 MORE RISKS THAN THE PREMIUM YOU ARE TAKING IN. SO THAT'S 
17 THE CONSTANT TENSION THAT AN INSURER DEALS WITH. THE 
18 DESIRE TO SEll INSURANCE BUT DO IT ON A PROPER BASIS. 
19 AND THAT'S OUR DESIRE TO USE THE BEST AVAILABLE TEST. 
20 MS. UITTI: IF A HEALTH INSURER FOUND SOMEBODY 
21 WITH AN ABNORMAL T-CELL TEST, WHAT WOULD BE THE NEXT STEP 
22 IN DETERMINING WHETHER TO ACCEPT THAT PERSON OR REJECT 
23 THEM FOR HEALTH INSURANCE? 
24 DR. TORRE: I CAN ONLY SPEAK ON A CASE-BY-CASE 
25 BASIS. AND I HOPE YOU WON'T THINK THIS ANECDOTAL BECAUSE 
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IT S THE TRUTH. 
2 SINCE I HAVE THE EXPERIENCE W TH N THE 
COMPANY AND COM NG FROM CAl FORNIA, I AM CAllED FROM TIME 
4 TO TIME BY OUR HEALTH INSURER IN NEW YORK. THAT S WHERE 
5 IT IS HEADQUARTERED, THE EQUITABLE. AND I AM CAllED FROM 
6 TIME TO TIME AND THEY SAY, "WHAT DO YOU THINK ABOUT THIS 
7 T-CEll?" 
8 AND I'll SAY WHAT'S THE HEIGHT AND ~IGHT 
9 AND A FEW OTHER THINGS. AND I 'lL SAY, "NO PROBLEM, NO 
10 PROBLEM." "WHAT THE PAST HISTORY?" "NO PROBLEM." 
11 SO I'M CALLED ON TO --MORE OR LESS TO GIVE, 
12 WHAT I WOULD CONSIDER, EXPERT ADVICE, TO PEOPLE BACK 
13 THERE. BUT I HAVE ATTENDED SEVERAl FUNCTIONS WHERE 
14 MEDICAL DIRECTORS FROM ALL OVER THE COUNTRY DEALING WITH 
15 HEALTH, LIFE AND DISABILITY GET TOGETHER. THOSE WHO 
1 'T HAVE AS MUCH EXPERIENCE AS I DO -- KEEP TALKING 
17 ABOUT MY EXPERIENCE. IT'S NOT BECAUSE I WANT TO PAT 
18 MYSELF ON THE BACK, BUT BECAUSE IT HAPPENS. THEY ARE 
19 MORE FRIGHTENED OF A SLIGHTLY ABNORMAL T-CELL THAN I AM. 
20 I FEEL PROGRESSIVE IN ALLOWING PEOPLE, 
21 INSTEAD OF DECLINING ALL 73 PEOPLE. JUST TO DECLINING 14. 
22 THINK THAT'S A VERY PROGRESSIVE STATEMENT. 
23 MS. UITTI: LET ME ASK THE QUESTION ANOTHER WAY. 
24 I'M STILL TRYING TO GET TO THE SAME THINGS. 
25 DR. TORRE: SURE. 
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1 MS. UITTI: ON WHAT BASIS WOULD A HEALTH INSURER 
2 DENY AUTOMATICALLY, THEN, A PERSON W THAN ABNORMAL 
3 T-CELL TEST? 
4 DR. TORRE: I TH NK THERE IS A RANGE OF ABNORMAL. 
5 SINCE THE NORMAL RATIO IS SUPPOSED TO BE GREATER THAN 
6 ONE, WHEN YOU HAVE A RATIO OF .9, YOU TEND NOT TO LOOK AT 
7 IT WITH DISFAVOR AND I COULD SAY THE SAME ABOUT .8. 
8 WHEN YOU GET DOWN INTO THE AREA WHERE THE 
9 CORRELATION OF POSITIVE H. I .V. 'S -- AND THERE IS A 
10 CORRELATION AT THE RATIO LEVEL, IT STARTS TO GET AROUND 
11 .6, .5 --YOU BEGIN TO FEEL A LITTLE BIT SQUEAMISH AND 
12 BEGIN TO BLANCH WHEN YOU THINK ABOUT IT. 
13 THAT'S BECAUSE OF MY EXPERIENCE. AND, LIKE 
14 I SAID, OTHER MEDICAL DIRECTORS FROM OTHER COMPANIES AND 
15 OUR OWN MEDICAL DIRECTOR FROM HEALTH HAVE ASKED ME WHAT 
16 TO DO ABOUT THE .9'S THAT I TOTALLY, FOR THE MOST PART, 
17 WOULD OVERLOOK. 
18 I'M STILL NOT ANSWERING YOU? I'M SORRY. 
19 MS. UITTI: NO. IF AN INDIVIDUAL, FOR EXAMPLE, AN 
20 ANECDOTAL INDIVIDUAL BY INDIVIDUAL BASIS. IF A PERSON 
21 COMES IN AND HAS AN ABNORMAL T-CELL TEST FOR HEALTH 
22 INSURANCE, ON WHAT BASIS SPECIFICALLY, WHAT MEDICAL 
23 INFORMATION, WHAT LIFESTYLE INFORMATION, WHAT OTHER 
24 INFORMATION IS GOING TO HELP YOU MAKE A DECISION WHETHER 
25 TO RECOMMEND THAT THAT PERSON EITHER BE COVERED OR 
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1 EXCLUDED FOR HEALTH INSURANCE? 
2 MR. MATHEWS: TH S IS JOHN MATHEWS AGAIN. 
THINK WHAT THE DOCTOR WAS TRYING TO SAY, 
4 F RST OF ALL, S THAT THE RESULTS OF THE TEST ARE NOT 
5 BLACK AND WHITE. THERE'S A RANGE OF GRAY, LIGHT 
6 GRAY TO MEDIUM GRAY TO DARK GRAY TO VERY, VERY, VERY DARK 
7 GRAY. 
8 SO DEPENDING ON WHERE THE RESULTS OF THE 
9 TEST FITS, REMEMBER HE SAID 1 iS NORMAL. ONE IS THE 
10 USUAL RESULT. SO .9 IS IN THE LIGHT GRAY AREA, .8 IS 
11 GETTING MORE DARK, .5 IS GETTING VERY DARK, SO--
12 MS. UITTI: ARE THOSE POINTS, WHAT, DEGREES OF 
13 ABNORMALITY OR -
14 MR. MATHEWS: NO. WHAT HE IS TALKING ABOUT IS 
15 THAT T-4 CELLS, YOU WOULD HAVE 1 T-4 CELL FOR EVERY T-8 
16 CELL. AND THAT WHEN YOU HAVE ONE T-4 CELL FOR EVERY TWO 
17 T-8 CELLS, THAT GIVES YOU A .5 RATIO. TWO FOR ONE. 
18 SO THAT THE TEST RESULTS, THE DEGREE OF 
19 ABNORMALITY IS ONE FACTOR. THE MEDICAL HISTORY IS 
20 ANOTHER FACTOR. THE LIFESTYLE IS NOT A FACTOR. OUR 
21 MEMBER COMPANIES SUPPORT THE N.A. I .C. UNDERWRITING 
22 GUIDELINES THAT SAY THAT LIFESTYLE IS NOT A FACTOR IN 
23 SELLING INSURANCE. 
24 MS. UITTI: WHAT KINDS OF THINGS, FOR EXAMPLE, IN 
25 THE MEDICAL HISTORY WOULD BE ANOTHER CO-INDICATOR IN YOUR 
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2 DR. TORRE: A HISTORY OF SEVERAL VENEREAL 
3 INFECTIONS, A HISTORY OF RECENT ~IGHT LOSS, LARGE LYMPH 
4 , GOING TO FOR FREQUENT VIRAL INFECTIONS. 
5 FOR EXAMPLE, THERE IS A PATTERN -- THERE IS A PATTERN 
6 THAT OCCURS PART CULARLY IN PEOPLE WITH H .. V. 
7 INFECTIONS. THEY HAVE A GREATER DEGREE OF OTHER 
8 INFECTIOUS DISEASES THAT BY THEMSELVES DON'T STAND ALONE 
9 TO IDENTIFY A PERSON AT RISK FOR A. I .D.S. PER SE IN THE 
10 SENSE THAT THEY MIGHT BE, BUT IT'S SUCH A DIFFICULT 
11 QUESTION TO ANS~R SINCE ~'RE DEALING WITH SUCH AN 
12 IMPERFECT TEST. 
13 WOULD PARTICULARLY LOOK AT THE HEIGHT AND 
14 WEIGHT AND SEE IF THERE IS ANY RECENT WEIGHT LOSS. THAT 
15 WOULD CONVINCE ME MORE THAN ANYTHING ELSE ALONG WITH THE 
16 T-CELL. IN FACT, THAT'S EXACTLY WHAT I DO WHEN I DO WHAT 
17 I DO. IF I GET AN ABNORMAL T-CELL, i GO FOR HEIGHT AND 
18 WEIGHT. IF I SEE A PERSON 6'3" AND 245, I DON'T HAVE A 
19 DIFFICULT TIME DEALING WITH THAT. BUT IF I SEE 5'11" AND 
20 HE'S 125 POUNDS, I HAVE A VERY DIFFICULT TIME WITH THAT 
21 IF HE'S GOT A -- I'D SAY, HE'S SIGNIFICANTLY ABNORMAL. 
22 AND THAT'S WHAT I'M TRYING TO GET TO. 
23 THINK JOHN MENTIONED THIS. THERE IS THIS DEGREE OF 
24 ABNORMALITY. AT A 1.0 RATIO I DON'T HAVE ANY PROBLEM. 
25 AT A .9 RATIO I DON'T HAVE ANY PROBLEM. AT .8 I DON'T 
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1 HAVE TOO MUCH OF A PROBLEM. AT .7 I START TO GET A 
2 LITTLE BIT SQUEAMISH. DOWN ABOUT .6 AND .5, THAT IS WHEN 
3 YOU HAVE TWO T-8 CELLS FOR EVERY T-4 CELL, I START TO 
4 BLANCH. 
5 SO IT'S BASED ON EXPERIENCE. JUST TO SAY 
6 HOW DO YOU DO IT, YOU DO IT BECAUSE YOU FEEL THIS IS THE 
7 RIGHT THING TO DO AT THE TIME, GIVEN THE INFORMATION YOU 
8 WERE GIVEN. AND WHAT WE'RE TRYING TO DO IS NOT DENY 
9 INSURANCE, WE'RE TRYING TO ISSUE INSURANCE. 
10 I DON'T THINK THAT LIFE - I MEAN, I COULD 
11 WALK IN TOMORROW, INTO NEW YORK, AND START DOING MEDICAL 
12 UNDERWRITING FOR HEALTH. I HAVE ABSOLUTELY NO QUALMS 
13 ABOUT THAT AT ALL. SO I FEEL THAT MY CAPABILITIES ARE 
14 SUCH THAT THEY COULD TRANSFER RIGHT INTO DISABILITY. IT 
15 DOESN'T MATTER. THE PRINCIPLES OF A PERSON'S HEALTH DO 
16 NOT CHANGE WHETHER HE IS APPLYING FOR LIFE, HEALTH OR 
17 DISABILITY. HE'S EITHER HEALTHY OR HE ISN'T. 
18 BASICALLY THAT'S IT. I JUST HOPE 
19 HAVEN'T --
20 MS. UITTI: DO MOST OR ALL HEALTH INSURERS USE THE 
21 T-CELL TEST IN THE WAY YOU'RE DESCRIBING? 
22 DR. TORRE: WOULD HAVE TO SAY IN CALIFORNIA MOST 
23 DO, BUT IN ANY OTHER STATES, I DON'T SEE WHY ANYBODY 
24 WOULD USE THE T-CELL TEST, REALLY DON'T. IN CALIFORNIA 
25 WOULD SAY YES, BUT NOT IN OTHER STATES. 
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1 MR. WENGER: IF I COULD ADD AN ADDENDUM THERE. 
2 AGAIN, BRAD WENGER. 
3 SOME COMPANIES ARE BUT NOT ALL IN 
4 CALIFORNIA. BUT AGAIN, IT'S NOT THE TEST THAT INSURERS 
5 WISH TO USE. IT'S THE ONLY ONE AVAILABLE. 
6 SENATOR ROSENTHAL: JUST A FINAL QUESTION ON THE 
7 T-CELLS. OTHER INFECTIONS, OTHER THAN H. I .V., TAKE 
8 LUPUS, IS THAT A T-4 --
9 DR. TORRE: IT'S MY UNDERSTANDING THAT THE T-8 
10 CELLS CAN BE AFFECTED IN LUPUS, BUT I HAVEN'T CONCLUDED 
11 MY STUDY ON IT. BUT IT HAS BEEN SAID TO AFFECT THE RATIO 
12 AND IN CASES OF LUPUS I'VE SEEN APPLIED FOR, I DON'T PAY 
13 ATTENTION TO THE T-CELLS BECAUSE I KNOW IT CAN BE 
14 AFFECTED. IT DOESN'T BOTHER ME. IT'S LIKE RHEUMATOID 
15 ARTHRITIS. THEY'RE IN THE SAME FIELD. 
16 SENATOR ROSENTHAL: WHAT I'M TRYING TO GET AT, YOU 
17 COULD HAVE, LET'S SAY, .7, HAVE SOMETHING OTHER THAN--
18 DR. TORRE: YOU COULD HAVE LUPUS OR RHEUMATOID 
19 ARTHRITIS, YES. 
20 SENATOR ROSENTHAL: BUT HOW DO YOU MAKE THE 
21 DETERMINATION THEN? 
22 DR. TORRE: A PERSON WITH LUPUS OR RHEUMATOID 
23 ARTHRITIS USUALLY HAS SYMPTOMS THAT ARE COMPATIBLE WITH 
24 THE DISEASE, AND THEY ARE UNDER TREATMENT WITH A 
25 PHYSICIAN. SO THE ATTENDING PHYSICIAN STATEMENT WOULD 
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1 INDICATE THAT. 
2 HOPE I HAVEN'T GIVEN THE -- I DON'T ACT 
3 W£ DON'T ACT FRIVOLOUSLY. I TAKE THIS VERY SERIOUSLY, 
4 AND THAT'S WHY I BELIEVE THAT MY STATiSTICS OF BEING ABLE 
5 TO ISSUE WITH ABNORMAL T-CELLS ARE PROBABLY HIGHER THAN 
6 THE REST OF THE COUNTRY'S, SIMPLY BECAUSE I FEEL 
7 CONFIDENT IN WHAT I DO. 
8 BUT THE OBVERSE OF THAT IS THAT A PERSON WHO 
9 DOESN'T FEEL CONFIDENT, WHO IS, SAY, STATIONED FOR THEIR 
10 HOME OFFICE OUTSIDE OF THE STATE OF CALIFORNIA AND 
11 DOESN'T HAVE THE EXPERIENCE THAT I HAVE, WILL DENY PEOPLE 
12 HEALTH INSURANCE BECAUSE THEY ARE BASED OUT OF 
13 CALIFORNIA. 
14 SENATOR WATSON: IS THERE NO STANDARD UPON WHICH 
15 THE DOCTORS THAT DO WHAT YOU DO COULD FOLLOW SO THAT W£ 
16 WOULD NOT HAVE SO MUCH DISPARITY FROM ONE AREA OF 
17 CALIFORNIA TO THE OTHER? NOW, I KNOW IN OTHER STATES, 
18 CERTAINLY THE STANDARDS WOULD BE DIFFERENT, BUT IS THERE 
19 ANY REASON WHY THE INSURANCE INDUSTRY HASN'T COME 
20 TOGETHER? 
21 DR. TORRE: BECAUSE WHEN YOU DEAL WITH AN 
22 IMPERFECT TEST ON THE ONE HAND AND WHEN YOU HAVE A 
23 PERFECT TEST ON THE OTHER HAND. I THINK THOSE EFFORTS 
24 SHOULD BE DIRECTED TOWARDS "LET'S GET TO USE THE PERFECT 
25 TEST." 
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1 IF I CAN USE A PARALLEL, A SIMILE, THE IDEA 
2 WITH PEOPLE WITH CHEST PAINS IS TO DIAGNOSE WHETHER THEY 
3 HAVE A HEART ATTACK OR DON'T HAVE A HEART ATTACK. AND 
4 OFTENTIMES BECAUSE OF THE INCREASED SENSITIVITY WHERE WE 
5 CAN STUDY THIS, WE CAN ALLOW PEOPLE TO GO HOME FROM 
6 EMERGENCY ROOMS. I KNOW YOU'RE GOING TO SAY THAT THERE 
7 ARE PEOPLE THAT GO HOME FROM EMERGENCY ROOMS AND DIE OF 
8 CORONARIES. 
9 BUT THE IDEA IS WE'RE ABLE TO IDENTIFY THEM. 
10 A SIDE EFFECT OF THIS PARTICULAR THING, IF ONE PERSON IS 
11 TOLD THAT HE HAD A CORONARY, AND THEN TO ERASE THAT LATER 
12 ON WITH A TEST, SOMETIMES THAT DOUBT IS ALWAYS THERE. 
13 WHAT WE REALLY DO HAVE IN THIS PARTICULAR 
14 T-CELL TEST, IF YOU ARE DECLINED INSURANCE FOR A T-CEll 
15 TEST, BUT YOU DON'T HAVE H. I .V., YOU STill HAVE A 
16 LINGERING -- BECAUSE I HAVE CASES THAT CALLED ME, YOU 
17 STill HAVE LINGERING CLIENTS WHO WONDER. THEY JUST 
18 WONDER. AND I DON'T THINK IT'S MY POSITION TO INCREASE A 
19 PERSON'S ANXIETY. WAS TRAINED TO REDUCE ANXIETY. BUT 
20 WITH THE PROHIBITIONS OF USING H. I .V., I FIND MYSELF IN 
21 THE POSITION OF INCREASING ANXIETY IN PEOPLE WHERE I 
22 REALLY SHOULDN'T. 
23 SENATOR WATSON: THINK OF THE ANXIETY WHEN YOU 
24 EXCLUDE SOMEONE FOR COVERAGE. OUR PURPOSE HERE IS TO TRY 
25 TO LEARN HOW, IF WE ALLOWED THE TESTING, HOW WE CAN GET 
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1 THE KIND OF COVERAGE. AND GUESS WHAT~ SAID UP fRONT, 
THAT~ NEED A STATE-SUPPORTED POOL S ONE WAY, BUT I 
SURE NK THAT f COMPAN ES, SMALLER COMPANIES IN 
4 OTHER STATES, COULD COME UP WITH SOME K NO Of COVERAGE 
5 FOR H .. V. INFECTED PEOPLE, I DON'T KNOW WHY THE 
6 INSURANCE INDUSTRY HERE HAS NOT fOUND A WAY TO DO THAT. 
7 I KNOW If YOU PUT THE PREMIUMS UP TO $100 A 
8 MONTH PROBABLY COULD DO T, BUT IS THERE NOT ANOTHER 
9 WAY THAT CAN BE DONE? THAT'S WHAT I WOULD LIKE TO PUSH 
10 THE INDUSTRY TO CONSIDER. 
1 1 DR. TORRE: WHEN HEARD THAT STATEMENT, I WISHED 
12 THAT HAVE FOUND NSURANCE COVERAGE FOR $100 A 
13 MONTH WHETHER OR NOT I WAS POS TIVE OR NEGATIVE OR HAD 
14 GOOD OR BAD T-CELLS. THAT'S A VERY LOW AMOUNT fOR 
15 COVERAGE, fOR fULl COVERAGE. USUALLY IT'S $250 A MONTH 
16 PER fAMILY WITH DEDUCTIBLES AND CO-INSURANCE, TH S TYPE 
17 Of THING. SO THAT $100 A MONTH S VERY, VERY, VERY LOW. 
18 AND THAT IS NOT MY fiELD Of EXPERTISE. 
19 MR. BIANCO: I HAVE A QUESTION FOR YOU, DR. TORRE. 
20 SAL BIANCO. 
21 WHAT I'D LIKE TO ASK AS IT RELATES TO YOUR 
22 EXPERIENCE, YOU POINTED OUT TO US THAT IN THE EXAMPLE 
23 WHERE YOU HAD 73 INDIVIDUALS THAT YOU LOOKED AT IN A MORE 
24 SPECifiC WAY AND YOU ONLY REJECTED 14, THAT MEANT YOU 






1 DR. TORRE: THAT'S CORRECT. 
2 MR. BIANCO: OF COURSE, THOSE ~RE APPLICANTS FOR 
3 LIFE COVERAGE. DO YOU HAVE AN IDEA WHAT THEY ~RE 
4 APPLYING FOR IN TERMS OF THE AVERAGE AMOUNT OF LIFE 
5 COVERAGE? 
6 DR. TORRE: NO, I DON'T, BUT I WOULD HAVE TO SAY, 
1 JUST FROM MY EXPERIENCE, IT SEEMS THE GREATEST NUMBER OF 
8 APPLICANTS WHO COME IN WITH BLOOD TESTS ARE SOMEWHERE 
9 BE~EN 101,000 AND 500,000 WITH AN AVERAGE OF AROUND 
10 $250,000. I CAN'T GIVE YOU EXACT -- I CAN TELL YOU ON 
11 THE OTHER HAND, THAT OF THE 30 POSITIVE H. I .V. TESTS~ 
12 DID RECEIVE, ~ DECLINED All 30. BUT 73 ABNORMAL 
13 T-CELLS, ~ ONLY DECLINED 14. AGAIN, WHAT I'M DOING IN 
14 RELATIONSHIP, IN CALIFORNIA, I'M DECLINING 
15 THREE-AND-A-HALF TIMES AS MANY PEOPLE FOR HEALTH. AND I 
16 HAVE TO SAY THAT THAT'S STill THE CARRYOVER ON THE HEALTH 
17 SIDE. IF I WERE MEDICAL DIRECTOR FOR HEALTH, I WOULD DO 
18 THE VERY SAME THING. 
19 MR. BIANCO: UNDERSTAND THAT. THE EXAMPLE I 
20 WANTED TO GIVE WAS THAT IF A HEALTH INSURER ~RE TO, JUST 
21 BASED ON THE ABNORMALITY, ACCEPT THE 59 OUT OF THE 73, 
22 THE QUESTION I'M WONDERING ABOUT IS: TO WHAT EXTENT HAS 
23 THE INDUSTRY LOOKED AT ITS OWN CLAIMS LOSS TO DETERMINE 
24 THE AMOUNT THAT THEY ~RE EXPOSED TO IN RISK AND WHAT THE 
25 PAYOFF HAS BEEN VERSUS THE PREMIUM RECEIVED. 
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DR. TORRE: I DO NOT HAVE THAT NFORMATION, S R. 
2 MR. BIANCO: All RIGHT. THANK YOU. 
3 SENATOR WATSON: All R GHT. THANK YOU VERY MUCH, 
4 DR. TORRE. 
5 GREG SADLER. 
6 MR. SADLER: YES. THANKS FOR THE OPPORTUNITY TO 
7 APPEAR TODAY. LET ME TELL YOU A LITTLE ABOUT MY 
8 POSITION. I'M SENIOR VICE PRESIDENT IN B.M.A., WHICH IS 
9 AN INSURANCE COMPANY. I'VE BEEN EMPLOYED THERE 16 YEARS. 
10 I'M AN ACTUARY. ACTUAR ES ARE THE MATHEMATICIANS, THE 
11 NUMBERS PEOPLE THAT CALCULATE THE PREMIUMS, THE RESERVES, 
12 ET CETERA, FOR INDIVIDUAL LIFE, MEDICAL, DISABILITY 
13 COVERAGE. 
14 I AM A FELLOW OF THE SOCIETY OF ACTUARIES, A 
15 MEMBER OF THE AMERICAN ACADEMY OF ACTUARIES. I'VE BEEN 
6 INVOLVED IN RISK APPRAISAL OR UNDERWRITING AT MY COMPANY. 
7 I'M AN EXECUTIVE COUNCIL MEMBER OF THE HOME OFFICE LIFE 
18 UNDERWRITERS ASSOCIATION, WHICH IS A NATIONAL 
19 ORGANIZATION OF HOME OFFICE UNDERWRITERS. I'M ALSO A 
2 MEMBER OF THE AMERICAN COUNCIL OF RISK CLASSIFICATION 
21 COMMITTEE. 
22 CERTAINLY i WANT TO PREFACE MY REMARKS BY 
23 SAYING THE A. I .D.S. EPIDEMIC IS VERY SERIOUS AND ONE THAT 
24 I THINK WE NEED TO WORK TOGETHER. BOTH PUBLIC AND PRIVATE 
25 SEGMENTS, TOWARDS A SOLUTION. AND THE MORE TIME WE CAN 
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1 SPEND WORKING TOGETHER TO DESIGN A SOLUTION, THE BETTER 
2 OFF ~'RE GOING TO BE. 
3 LET ME EXPLAIN BRIEFLY HOW RISK SELECTION 
4 WORKS. THE BASIC INSURANCE RISK PRINCIPLE IS THAT A 
5 GROUP OF INDIVIDUALS OR A POOL OF INDIVIDUALS THAT SHARE 
6 SIMILAR RISK CHARACTERISTICS CAN SUPPORT COSTS THAT COULD 
1 BE TOO GREAT FOR ONE PERSON TO BEAR. 
8 THE OBJECTIVE IN RISK APPRAISAL IS TO 
9 ACCURATELY AND FAIRLY CLASSIFY RISK INTO RISK POOLS OF 
10 EQUAL RISK. COMMON RISK FACTORS ARE AGE, GENDER, 
11 SMOKING, MEDICAL CONDITIONS, ETCETERA, THAT BOTH LIFE 
12 AND HEALTH INSURANCE COSTS VARY SIGNIFICANTLY BY THOSE 
13 FACTORS AMONG OTHERS. 
14 IF A COMPANY -- OR IF YOU DON'T PLACE RISK 
15 IN SIMILAR RISK CATEGORIES, THE BASIC INSURANCE PRINCIPLE 
16 STARTS TO BREAK DOWN VERY QUICKLY. FIRST OF All, IF AN 
17 INSURER CAN'T UNDERWRITE THE RISK, BECAUSE OF ANY OF 
18 THOSE FACTORS, FOR EXAMPLE, MEDICAL CONDITIONS THAT ~'RE 
19 TALKING ABOUT TODAY, THERE IS NO INCENTIVE FOR AN 
20 INDIVIDUAL TO EVEN APPLY FOR INSURANCE UNTIL THAT MEDICAL 
21 CONDITION MANIFESTS ITSELF. 
22 SO IF YOU'RE DESIGNING AN INSURANCE PROGRAM, 
23 YOU CAN'T HAVE A SITUATION WHERE AN INDIVIDUAL COULD JUST 
24 WAIT, BASICALLY UNTIL THEY NEED THE COVERAGE, TO APPLY 
25 BECAUSE THERE'S NOT GOING TO BE ENOUGH MONEY IN THE POOL 
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THEN TO PAY THOSE BILLS, AND NOBODY IS GOI TO BE SERVED 
THAT 
F FOR SOME REASON, L KE N CALIFORNIA WHERE 
4 A COMPANY CANNOT DO H .. V. ANT BODY TEST NG AND HAS 
5 RESORT ON LESS PREDICT VE TESTS FOR A. I .D.S., THE RESULT 
6 IS THAT H. I .V. POSITIVE V DUALS ARE PUT N A STANDARD 
7 R SK POOL. THE PROBLEM YOU EXPERIENCE THERE IS THE CLAIM 
COSTS START INCREASING VERY SIGNIF CANTLY. AND, 
9 THEREFORE, SINCE THE ONLY MONEY THAT'S GOING TO BE 
10 ACCRUED TO PAY THE CLAIMS S THE PREMIUMS THAT ARE 
11 COLLECTED FROM THAT POOL OF INDIVIDUALS, THE PREMIUMS 
12 HAVE TO GO UP SIGNIFICANTLY. 
13 AND IF IT JUST HAPPENED ONCE, YOU MIGHT BE 
4 ABLE TO COVER IT. BUT THE TROUBLE IS THE CYCLE SETS IN 
15 THAT AS THE PREMIUMS GO UP, MORE AND MORE PEOPLE CAN'T 
6 AFFORD THOSE PREMIUMS AND MORE AND MORE PEOPLE TEND TO 
17 DROP OUT OF THE POOL. AND IT TENDS TO BE THE HEALTHY 
18 RISKS THAT TEND TO DROP OUT OF THE POOL AND TRY TO GO 
9 FIND COVERAGE ELSEWHERE, WHICH JUST EXACERBATES THE 
20 PROBLEM. 
21 ALL OF A SUDDEN A LARGER AND LARGER 
22 PERCENTAGE OF THE POOL IS A MORE UNHEALTHY RISK, WHICH 
23 INCREASES THE COSTS EVEN MORE AND MORE PEOPLE ARE 
24 UNINSURABLE. UNFORTUNATELY, SOME MAJOR IMPAIRMENTS WHERE 
25 THE RISK IS SO LARGE AND THE DOLLAR PAYOUT IS SO LARGE 
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1 BECOME UNINSURABLE RISKS. AND THEY'VE BEEN REFERRED TO 
2 SEVERAL TIMES HERE THIS MORNING ALREADY. 
3 IN FACT, WHAT YOU HAVE IS A SITUATION WHERE 
4 IT'S NOT INSURANCE ANYMORE. IT'S A KNOWN EVENT. IN 
5 OTHER WORDS, IF SOMEBODY HAS BEEN DIAGNOSED AS HAVING 
6 SOME KIND OF CANCER THAT'S GOING TO HAVE A LOT OF MEDICAL 
7 BILLS OVER THE NEXT FBN MONTHS AND YEARS, IT'S REALLY NOT 
8 AN UNKNOWN EVENT. IT'S A KNOWN EVENT AND THE PREMIUMS 
9 YOU HAVE TO COLLECT TO COVER THAT IS BASICALLY EQUAL TO 
10 WHAT THE MEDICAL COSTS WOULD BE. IT'S NO LONGER 
11 INSURANCE. 
12 AND THE SAME IS TRUE FOR H. I .V. INFECTION. 
13 MEDICAL CARE COSTS FOR A. I .D.S. PATIENTS, ACCORDING TO 
14 THE CONGRESS AND U.S. OFFICE OF TECHNOLOGY ASSESSMENT, 
1 5 ARE IN THE RANGE OF 40- TO $1 00, 000. I UNDERSTAND THAT 
16 THERE IS A STATE OF CALIFORNIA STUDY RELEASED IN APRIL 
17 1987, WHICH ESTIMATED THE AVERAGE LIFETIME MEDICAL COSTS 
18 OF 70,000 PER A. I .D.S. PATIENT. 
19 ACCORDING TO THE U.S. CENTER FOR DISEASE 
20 CONTROL, THEY'VE JUST RELEASED A PROJECTION THAT IN THE 
21 YEAR 1992, THREE YEARS FROM NOW, A TOTAL OF 172,000 
22 A. I .D.S. PATIENTS WILL REQUIRE MEDICAL CARE IN 1992 
23 ALONE, AT A COST OF 5 TO 13 BILLION DOLLARS. IF YOU 
24 DIVIDE THAT OUT, THAT REPRESENTS A COST OF 29,000 TO 






2 OF E, THESE ARE JUST AS HIGH OR 
HIGHER AS THE COST OF CORONARY ARTERY BYPASS SURGERY OR 
4 FOR EXTENDED TREATMENTS FOR CANCER. AND, THEREFORE, IT'S 
5 A MEDICAL IMPAIRMENT WITH TREMENDOUSLY HIGH COST 
6 IMPLICATIONS. IF INSURERS CAN'T TEST, T'S GOING TO 
7 DRIVE UP THE COST, DRIVE UP THE PREMIUMS AND MAKE COSTS 
8 PROHIBITIVE IN CERTAIN AREAS. AND IT COULD REACH THE 
9 POINT WHERE A HEALTHY RISK CAN'T AFFORD THE COVERAGE 
10 BECAUSE OF THE COVERAGE FOR PEOPLE THAT ARE UNINSURABLE. 
1 1 THAT'S 'IIVHY THINK IT'S BETTER NOT ONLY FOR 
12 INSURERS BUT FOR THE PEOPLE THAT PURCHASE INSURANCE IN 
13 CALIFORNIA AND OTHER CITIZENS OF DIFFERENT STATES TO KEEP 
14 THE COSTS AS LOW AS POSSIBLE. AND TO KEEP THE COSTS AS 
15 LOW AS POSSIBLE, THE INSURERS HAVE TO BE THE UNDERWRITER 
6 TO SELECT THE RISKS THAT GO INTO THE POOLS. 
17 I BELIEVE, AS SEVERAL PEOPLE HAVE STATED 
18 EARL ER, THAT COVERAGE SHOULD BE MADE AVAILABLE THROUGH 
9 SPECIAL RISK POOLS. AND THIS WOULD NOT BE JUST FOR 
20 H. I .V. POSITIVE INDIVIDUALS. THIS SHOULD BE SPECIAL RISK 
21 POOLS FOR OTHER DISEASES AS WELL. I FEEL LIKE WE SHOULD 
22 TREAT A. I .D.S. JUST LIKE ANY OTHER DISEASE WITH MAJOR 
23 COST IMPLICATIONS. AND BY USING THESE KINDS OF POOLS, 
24 THE COST CAN BE INSURED BY BOTH PRIVATE AND PUBLIC 
25 SOURCES, AND WE CAN WORK TOGETHER TOWARDS A SOLUTION. 
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SENATOR WATSON: SENATOR ROSENTHAL. 
2 SENATOR ROSENTHAL: COUPLE OF QUESTIONS. 
3 WHAT HAS BEEN THE COST OF CLAIMS TO DATE, 
4 FIRST? 
5 MR. SADLER: THE COSTS OF CLAIMS TO DATE WOULD 
6 CERTAINLY BE IN THE RANGE OF 40 TO 100,000. THE O.T.A. 
1 HAS PROJECTED IN SOME AREAS BY THE PARTICULAR AREA OF THE 
8 COUNTRY --
9 SENATOR ROSENTHAL: I'M TALKING ABOUT TOTAL COSTS 
10 IN CALIFORNIA. 
1 1 MR. MATHEWS: JOHN MATHBNS, WITH THE HEALTH 
12 INSURANCE ASSOCIATION OF AMERICA. 
13 WE CONDUCTED A SURVEY A YEAR AGO TO IDENTIFY 
14 CLAIM COSTS. WE CONDUCTED ANOTHER SURVEY EARLIER THIS 
15 YEAR. NOW, BEFORE I GIVE THE NUMBERS OF THE SURVEY, I 
16 HAVE TO EXPLAIN WHAT YOU NEED TO KNOW ABOUT THAT NUMBER. 
17 FIRST THING IS WE WERE SURVEYING OUR MEMBER 
18 COMPANIES. SO BLUE CROSS AND BLUE SHIELD, THEY ARE NOT 
19 MEMBER COMPANIES. H.M.O. 'S, THEY ARE NOT MEMBER 
20 COMPANIES. SELF-INSURED EMPLOYERS, THEY'RE NOT MEMBER 
21 COMPANIES. AND THEN EVERYBODY THAT IS A MEMBER COMPANY, 
22 OF COURSE, DIDN'T RESPOND. SO IF YOU ADD UP EVERYBODY 
23 WHO WE DIDN'T GET INFORMATION FROM AND YOU LOOK AT WHAT 
24 WE DID GET INFORMATION ON, MAYBE WHAT WE CAN REPORT TO 
25 YOU IS HALF OR LESS THAN HALF OF WHAT HAS BEEN PAID OUT . 
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1 BUT THE SURVEY OF THE 165 PART C PATING 
2 COMPANIES, WHO WERE PARTICIPATING IN THE SURVEY, ON liFE 
AND HEALTH SAD ABOUT 100 MilliON DOllARS OF 
4 A. I .D.S.-RELATED ClAIMS ON LIFE AND HEALTH WERE PAID OUT 
5 IN THE FIRSTS X MONTHS OF 1987. 
6 MS. UITT : WH CH OF THOSE WERE liFE AND WHICH OF 
1 THOSE WERE HEALTH? 
8 MR. MATHBNS: WEll, THAT'S JUST THE FIRST PART. 
9 NOW, WITH RESPECT TO HEALTH, NOW AGAIN I HAVE TO 
0 EMPHASIZE THAT THESE NUMBERS ON HEALTH ARE JUST RESPONSES 
11 FROM MEMBERSHIP. SO N CASE YOU ARE ADDING IT UP YOU 
12 HAVE TO DOUBLE, MORE THAN DOUBLE THESE FIGURES TO GET AN 
13 ACCURATE PROJECTION OF NATIONWIDE ClAIMS COSTS, BECAUSE 
14 OUR COMPETITION HAS AS MUCH AS WE DO. 
15 INDIVIDUAl, 7.4 MilliON DOllARS OR ABOUT ONE 
6 PERCENT OF CLAIMS DOllARS. GROUP, 29 MILLION DOLLARS OR 
17 SEVEN-TENTH'S OF A PERCENT OF THE CLAIM COSTS. AND THESE 
18 PERCENTAGE FIGURES MORE THAN DOUBLED IN THE PREVIOUS 
19 YEAR. 
20 SENATOR ROSENTHAl: DO YOU HAVE ANY CORRESPONDING 
21 FIGURES FOR CANCER? 




SENATOR ROSENTHAL: JUST OFF THE TOP OF YOUR HEAD. 
MR. MATHBNS: I DON'T. 
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1 SENATOR ROSENTHAL: IS THERE A SIMILARITY? DO 
2 MORE PEOPLE --
3 MR. SADLER: ~ll, THE TOTAL COST TO DATE, IF THE 
4 COST OF A. I .D.S. HAS BEEN IN THE NEIGHBORHOOD OF 1 
5 PERCENT TO DATE, OF COURSE, THEY'VE GONE UP DRAMATICALLY, 
6 BUT CANCER WOULD BE MANY TIMES THAT AMOUNT. 
7 MR. MATH~: SENATOR, WHAT IT MAY BE, IF YOU'RE 
8 TALKING ABOUT SPENDING 1 TO 2 PERCENT OF CLAIM DOLLARS 
9 FOR SPECIFIC CONDITIONS, YOU HOPE THAT CONDITION 
10 REPRESENTS 1 PERCENT OF All CLAIMS OR 1 PERCENT OF All 
11 COVERING INDIVIDUAL, AND IT REPRESENTS NOTHING NEAR THAT. 
12 SENATOR ROSENTHAL: WHAT SORT OF TEST DID YOU GIVE 
13 FOR OTHER THINGS OTHER THAN H. I .V.? FOR EXAMPLE, WHAT 
14 SORT OF TEST DO YOU GIVE FOR SOMEBODY WHO'S GOT CANCER? 
15 FIRST OF All, YOU DON'T EVEN KNOW. 
16 MR. SADLER: THAT'S TRUE. FOR UNDERWRITING 
17 CANCER, WE'RE DEPENDANT MAINLY ON ATTENDING PHYSICIAN 
18 STATEMENTS, QUESTIONS ON THE APPLICATION, ET CETERA. BUT 
19 FOR OTHER CONDITIONS, THERE ARE CERTAINLY H. I. V. 
20 TESTING THAT IS DONE IN OTHER STATES IS -- I'M NOT AWARE 
21 OF ANY COMPANY DOING H. I .V. TESTING ALONE. 
22 COMPANIES HAVE BEEN DOING BLOOD TESTING FOR 
23 YEARS AND YEARS ON A NUMBER OF FACTORS, LIKE CHOLESTEROL, 
24 WHICH IS DEFINITELY RELATED TO YOUR HEALTH AND LIFE 
25 INSURANCE COSTS, NUMBER OF -- I WON'T GET INTO All THE 
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TESTS, BUT THERE IS A NUMBER OF TESTS, , 20 TO 30 TESTS 
2 OF CH THE H .. V. TEST S ONE THAT HAS BEEN ADDED. 
3 SENATOR ROSENTHAL: WHAT F, YOU CAN G VE US ON 
THE BASIS OF WHERE T'S BEING DONE, WHAT F YOU ~RE ABlE 
5 AND YOU DES RED TO DO H. I .V. TESTING ON EVERYBODY WHO 
6 APPliED FOR A POliCY BECAUSE YOU'RE TRYING TO ELIMINATE 
7 SOMETHING DOWN THE liNE. WHAT WOUlD BE THE COST? 
8 MR. SADlER: THE COST OF EACH TEST IS IN THE 
NEIGHBORHOOD OF 40 TO $50 TOTAl. SO THAT WAS RELATED TO 
10 ONE OF THE QUEST ONS ON THE SHEET. lET MEG VE YOU AN 
EXAMPlE. 
12 IF YOU TESTED 100 APPLICANTS AT RANDOM, 
13 WHICH AT 40 TO $50 APIECE, SOMEWHERE IN THE NEIGHBORHOOD 
14 OF 4 TO $5,000 WOULD BE THE TOTAl COST OF TESTING. IN A 
15 PREVAlENCE OF 1 PERCENT, YOU GET ONE POSITIVE INDIVIDUAl. 
SO CERTAINLY YOU CAN SEE THE COST OF TESTING AT 4 TO 
17 5,000 IS AlMOST IMMATERIAl COMPARED TO THE 40 TO 100,000 
8 MORE FOR TREATMENT. 
19 SENATOR ROSENTHAL: ARE THE COSTS ABSORBED OR 
20 PASSED ON TO OTHER BENEFICIARIES? 
21 MR. SADlER: THE TESTING WOULD AlSO HAVE TO BE 
22 BORNE BY THE PREMIUMS OF THE PEOPlE OUT OF THAT POOL 
23 BECAUSE THOSE COSTS ARE SMALL IN COMPARISON TO THE RISK. 
24 THERE IS GOING TO BE SOME AREAS WHERE THE 






1 IT'S 3 TO 5 PERCENT, THEN, OF COURSE, THE COST OF TESTING 
2 IS VERY INSIGNIFICANT COMPARED TO THE AMOUNT OF CLAIMED 
3 DOLLARS SAVED. 
4 DR. TORRE: MAY I INTERJECT SOMETHING ABOUT THE 
5 COST, SENATOR? DR. ALFRED TORRE WITH THE EQUITABLE. 
6 THE COST OF T-CELL TESTS IN THE STATE OF 
7 CALIFORNIA AS WE USE IT, AS CHARGED TO US BY HOME OFFICE 
8 REFERENCE LABS, IS $19.40 PER THE TEST. THE TEST OR 
9 H. I .V. WHICH IS ALLOWABLE IN THE OTHER STATES IS $8.75. 
10 THE COST FOR DRAWING THE BLOOD, IN OTHER WORDS, THE 
11 PARAMED (PHONETIC) HAS TO GO OUT, IT'S $25 WHETHER THEY 
12 DRAW IT FORT-CELLS OR WHETHER THEY DRAW IT FOR H. I .V. OR 
13 A PANEL. 
14 BUT WHAT WE HAVE DISCOVERED IS IT COSTS 
15 THREE TIMES AS MUCH -- ALMOST TWO-AND-A-HALF TO THREE 
16 TIMES AS MUCH TO TEST FOR T-CELLS AS IT DOES TO TEST FOR 
17 H. I .V., SO THAT'S AN UNBEARABLE AMOUNT OF MONEY TO GET AN 
18 IMPERFECT TEST. WE'RE SPENDING A LOT OF MONEY USELESSLY 
19 WHICH COULD BE USED IN BETTER PURPOSES, TO LOWER 
20 PREMIUMS, ET CETERA. 
21 MR. BIANCO: HAVE A QUESTION FOR MR. SADLER. 
22 TWO QUESTIONS ACTUALLY. 
23 NUMBER ONE, WHEN YOU LOAD YOUR PREMIUM, THAT 
24 IS TO SAY MAKE YOUR RATE, ON HEALTH COVERAGE OR EVEN ON 
25 LIFE COVERAGE, DO YOU TAKE INTO CONSIDERATION DISEASES 
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1 I SUCH AS CANCER OR OTHER POTENTIAL CATASTROPHIC ILLNESSES 
2 jAT ALL? 
3 I MR. SADLER' IF WE DIDN'T HAVE ANY CLAIMS, THERE 
4 'WOULD BE NO REASON TO BUY COVERAGE AND~ WOULD BE OUT OF 
5 BUSINESS. WHAT~ ASSUME IN THE PRICING IS THAT~ ARE 
6 ABLE TO USE WHATEVER INFORMATION IS AVAILABLE TO 
7 UNDERWRITE AND MAKE SURE THERE IS A HEALTHY POOL OF 
8 INDIVIDUALS GOING INTO THE GROUP. SO IN PRICING, THERE 
9 IS THE AFFECT OF THE INITIAL SELECTION PROCESS WHICH 
10 LASTS 5 TO 15 YEARS OF BETTER MORBIDITY OR MORTALITY 
11 EXPERIENCE, WHICH KEEPS THE PREMIUM LOW. 
12 MR. BIANCO: OKAY. ~ FOLLOW-UP QUESTION WOULD BE 
13 THIS: IF AN INDIVIDUAL CAME IN, AND THEY HAD HAD CANCER 
14 AND THE TUMOR WAS BENIGN, IT WAS THE TYPE OF CANCER THAT 
15 THE INDUSTRY AND THE MEDICAL PROFESSION HAD A TREMENDOUS 
16 AMOUNT OF STATISTICS ON SO YOU COULD COST OUT WHAT COULD 
17 HAPPEN TO THAT INDIVIDUAL IN THE FUTURE, IF YOU ISSUED 
18 THEM A POLICY AND YOU THEN LOADED THE PREMIUM 
19 ACCORDINGLY, I WOULD GUESS THAT THE NEXT STEP YOU WOULD 
20 TAKE WOULD BE TO REQUIRE A PRE-EXISTING CLAUSE TO BE 
21 ADDED AS IT RELATED TO THAT PARTICULAR ILLNESS. IS THAT 
22 GENERALLY CORRECT? 
23 MR. SADLER: ARE YOU TALKING ABOUT HEALTH 
24 INSURANCE HERE? 
25 MR. BIANCO: ~LL, ~'LL TALK ABOUT HEALTH FOR THE 
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1 MOMENT, YES. 
2 MR. SADLER: ON THE LIFE SIDE, IT'S REALLY NOT A 
3 POLICY 
4 MR. BIANCO: OKAY. ON THE HEALTH SIDE. 
5 MR. SADLER: ON THE HEALTH SIDE, SOME COMPANIES' 
6 POLICIES WOULD REQUIRE PRE-EXISTING CONDITIONS, OTHER 
7 COMPANIES MIGHT NOT. AGAIN, IT DEPENDS ON THE CONDITION. 
8 MR. BIANCO: THEREFORE, IF YOU ~REGIVEN THE 
9 ABILITY TO USE THE RELIABLE TEST THAT YOU JUST DESCRIBED, 
10 THE ~STERN BLOT, ELISA, EARLIER THERE WAS TESTIMONY ON 
11 THAT, AND IF LEGISLATURE SAID THAT UPON THE RESULTS OF 
12 THAT TEST, YOU WOULD BE REQUIRED TO STILL ISSUE HEALTH 
13 COVERAGE BUT WOULD BE PERMITTED TO HAVE A PRE-EXISTING 
14 CONDITION CLAUSE FOR THAT PARTICULAR ILLNESS, WHAT WOULD 
15 YOUR REACTION BE? 
16 MR. SADLER: I'M SORRY. REPEAT THE QUESTION, 
17 PLEASE. 
18 MR. BIANCO: THE QUESTION IS THIS: IF~ COULD 
19 TREAT A. I .D.S. JUST LIKE~ TREAT SOME FORMS OF CANCER, 
20 THAT IS TO SAY, THAT YOU WOULD BE ALLOWED TO HAVE 
21 WHATEVER TESTS YOU NEEDED TO PRODUCE THE RELIABILITY TO 
22 ASSESS THE RISKS, HOWEVER, THE CATCH WOULD BE THAT YOU 
23 COULD NOT REJECT THEM FOR COVERAGE, YOU MUST, IN FACT, 
24 ACCEPT THEM FOR COVERAGE, BUT YOU COULD ISSUE A 
25 PRE-EXISTING CONDITION CLAUSE INCLUDED IN THE CONTRACT 
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1 FOR THAT PART CULAR I , VIIHAT BE THE AFFECT OF 
2 THAT? 
3 MR. SADLER: SO YOU'RE SAYING THAT THE POLICY 
4 WOULD BE ISSUED, BUT ANY CLAIM COSTS FROM A .. D.S. WOULD 
5 NOT HAVE TO BE PAID OUT OF THE POLICY? IT'S SOMETHING 
6 THAT CERTAINLY CAN BE CONSIDERED. I'M RELUCTANT TO --
1 MR. BIANCO: YOU DON'T HAVE TO GO ON THE RECORD 
8 OFFICIALLY, I JUST WANTED YOUR REACTION. 
9 MR. SADLER: THAT APPROACH IS VERY DIFFICULT. IT 
10 WORKS VERY GOOD FOR SOME DISEASES. IF YOU'VE GOT A BACK 
11 INJURY; FOR EXAMPLE. THE THIRD LUMBAR DISC OR WHATEVER IS 
12 A PROBLEM, IT'S VERY EASY TO SAY IF YOU'VE GOT A PROBLEM 
13 THERE, WE'Ll GIVE YOU A STANDARD POLICY, BUT~ ARE NOT 
14 GOING TO COVER YOU FOR THAT SPECIFIC DISEASE OR THAT 
15 SPECIFIC PROBLEM THAT~ KNOW YOU'RE GOING TO HAVE A 
6 PROBLEM WITH. AND IT'S UNRELATED TO WHAT GOES ON IN 
17 OTHER PARTS OF THE BODY. 
18 FOR A DISEASE LIKE A. I .D.S., I DON'T SEE HOW 
19 YOU'D -- I'M NOT A LAWYER, BUT I DON'T SEE HOW YOU'D EVER 
20 WORD A PRE-EXISTING CONDITION THAT COULD ACCOUNT FOR ALL 
21 OF THE THINGS THAT AN H. I .V. INFECTION COULD AFFECT. AND 
22 AS A CONSUMER, I DON'T KNOW WHY ANYONE WOULD BUY A POLICY 
23 WHERE SO MUCH COULD BE EXCLUDED. 
24 MR. BIANCO: I'M GOING TO GIVE YOU AN ANS~R TO 
25 THAT. IF 5.2 MILLION CALIFORNIANS ARE CURRENTLY 
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1 UNINSURED, WHICH MEANS THEY HAVE NO COVERAGE, WHICH MEANS 
2 THEY DON'T HAVE COVERAGE TO FIX THE BROKEN LEG OR THE 
3 BROKEN ARM, PERHAPS THEY WOULD LIKE CONTINUING MEDICAL 
4 COVERAGE FOR THAT PARTICULAR PURPOSE. SO AN INDIVIDUAL 
5 WHO COULD TEST SEROPOSITIVE AND, IN FACT, DID NOT HAVE 
6 A. I .D.S., WHETHER IT BET-CELL OR ~STERN BLOT, ELISA, 
7 THEY WOULD HAVE BASIC HEALTH COVERAGE. 
8 MR. SADLER: THINK THERE ARE COMPANIES THAT 
9 OFFER, SAY, ACCIDENT-ONLY COVERAGE. PROBABLY THAT WOULD 
10 BE A REASONABLE ALTERNATIVE. AGAIN, IT WOULD EXCLUDE A 
11 LOT OF THINGS AND THERE COULD BE PROBLEMS WITH THAT. 
12 MR. BIANCO: ~LL, I THINK THE DIFFERENCE IS HOW 
13 ~DESCRIBE A. I .D.S. AND DEFINE A. I .D.S. OBVIOUSLY 
14 A. I .D.S. IS A. I .D.S., BUT THERE IS ALSO A.R.C. THERE IS 
15 THE DIFFERENCE THERE IN WHICH~ HAVE INFORMATION ON. 
16 DR. TORRE, PLEASE CORRECT ME IF I'M WRONG. 
17 THEREFORE, I THINK YOU CAN, IN FACT, MAKE A 
18 DECISION AS IT RELATES TO THE POLICY, AND I ALSO THINK 
19 THE LEGISLATURE AND THE LAW IN STATING THE LEGISLATIVE 
20 INTENT COULD PROVIDE SOME ADDITIONAL BACKBONE TO THE 
21 COMPANY AND TO THE COURT WHEN THEY HAVE TO INTERPRET THE 
22 POLl CY. 
23 AND I'LL GO EVEN A STEP FURTHER THAN THAT. 
24 ~ HAVE IN CALIFORNIA IN THE INSURANCE CODE, A STANDARD 
25 FIRE FORM POLICY THAT IS REQUIRED TO BE ISSUED FOR ALL 
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1 PROPERTY CASUALTY. EVERYONE KNOWS WHAT THAT SAYS. THE 
2 LEGISLATURE SA D WHAT TWAS GOING TO SAY. SO THE 
3 LEG SLATURE COULD TAKE THAT STEP, WRITE THAT FOR YOU TO 
4 PROTECT YOUR FUTURE L AB LITY THAT YOU WRITE. 
5 NON, WANT TO TAKE IT ONE STEP FURTHER, IF 
6 I Ml WHAT THIS POTENTIAL? WHAT IF THE 
1 INDIVIDUAL THAT, IN FACT. TESTED SEROPOSITIVE, WAS 
8 TREATED AS WE WOULD IN AUTO INSURANCE BUT SLIGHTLY 
9 DIFFERENT? THAT IS THE ASSIGNED RISK PROGRAM THAT CHIEF 
10 CONSULTANT TO OUR COMMITTEE JIM CATHCART HAS RAISED WITH 
11 ME. WHERE, IN FACT, AN INSURER WOULD BE ASSIGNED TO THAT 
12 INDIVIDUAL FOR COVERAGE AND FURTHER IF YOU HAD CASE 
13 MANAGEMENT, WE KNOW WHAT THE RANGE OF YOUR COSTS WOULD BE 
14 SO THAT YOU WOULD BE ABLE TO COLLECT A SUFFICIENT AMOUNT 
15 OF PREMIUM NECESSARY SO YOU DON'T HAVE A RESERVE 
16 IMPAIRMENT. 
17 WHAT S YOUR REACTION OF THAT FROM AN 
18 ACTUARIAL STANDPOINT? 
19 MR. SADLER: SUPPORT THE CONCEPT OF SOME SORT OF 
20 A RISK POOL. HOW THE MECHANICS ARE, THERE ARE LOTS OF 
21 DIFFERENT RISK POOLS IN DIFFERENT STATES AROUND THE 
22 COUNTRY. AND IT MAKES A LOT OF SENSE BECAUSE THERE'S NO 
23 DOUBT THAT COVERAGE IS NEEDED. 
24 SENATOR WATSON: WE'LL GET TO THE LAST SPEAKER. 
25 UNDERSTAND, AND THIS IS RELATED TO DR. TORRE, THAT 
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1 DIFFERENT VIRAL INFECTIONS AND PREGNANCY CAN CONVERT THE 
2 H. I.V. TEST TO FALSE POSITIVES. 
3 NOW. WHAT AllOWANCE S MADE? ARE THERE 
4 OTHER TESTS CONDUCTED TO ASCERTAIN WHY A RESULT IS 
5 POSITIVE? 
6 DR. TORRE: YES, THERE ARE. AND YOU'RE QUITE 
7 RIGHT THAT THERE ARE VIRAL INFECT ONS, PREGNANCIES, 
8 MULTIPLE PREGNANCY PARTICULARLY THAT CAUSE THE INITIAL 
9 SCREENING ELISA TEST TO SHOW POSITIVE. 
10 ONCE A TEST IS SHOWN POSITIVE ON THE ELISA 
11 IT IS REPEATED TO MAKE SURE IT IS INDEED POSITIVE. SO 
12 THEN YOU HAVE TWO POSITIVE ELISA'S DONE ON THE SAME 
13 SPECIMEN. 
14 WHEN THAT HAPPENS, IT STAYS POSITIVE, IT 
15 GOES TO THE WESTERN BLOT. THE WESTERN BLOT FURTHER 
16 REFINES AND TENDS TO WEED OUT THOSE OTHER CAUSES, THOSE 
17 OTHER VIRUSES, PARTICLES THAT INDEED SHARE A SIMILAR 
18 ANTIBODY OR ANTIBODY PARTICLES SUCH AS A PREGNANT ~N. 
19 AND I HAVE SEEN THAT HAPPEN WITH PREGNANT WOMEN, AND WE 
20 HAVE ISSUED THEM WITH POSITIVE FROM OTHER STATES. 
21 HOWEVER, WHEN YOU GET TO THE WESTERN BLOT, 
22 YOU'RE CONFIDENT THAT WHEN YOU'RE A POSITIVE W£STERN BLOT 
23 WITH THOSE TWO PRIOR ELISA'S THAT THE PERSON DOES HAVE 
24 IT. YET THERE ARE All DIFFERENCES, A LOT OF DIFFERENT 





1 ~ HAVE THE GREATEST CR TERIA. 
2 N H. I .V. TEST, E THREE 
3 MAJOR ANTIBODY GROUPS. YOU HAVE WHAT THEY CAll THE 
4 ANT BODY; YOU HAVE THE REVERSE TRANSCRIPT PHASE 
5 (PHONETIC) ANT BODY, THE ENZYME ANTIBODY; AND THEN YOU 
6 HAVE THE ENVELOPE ANTIBODY. SO YOU HAVE THREE DIFFERENT 
7 ClASSIFICATIONS. 
8 THE ARMY Will AllOW THAT ANY TWO OF THOSE 
9 THREE THAT TEST POSITIVE WILL BE INDICATED AS A POSITIVE 
10 TEST. H~VER, THE NSURANCE COMPANY REQUIRES All THREE, 
11 WHICH IS THE DUPONT TEST, REQUIRE ONE FROM EACH OF IT. 
12 NOW, THE WALTER REED HAS GONE OUT AND SAID 
13 THE ~STERN BLOT CAN BE POSIT VE OR INDETERMINATE BASED 
14 UPON WHETHER YOU'RE GOING TO AllOW FOR TWO ClASSES OR 
15 THREE ClASSES. IN OTHER WORDS. IF YOU HAVE TWO CLASSES 
6 POS TIVE, SOME PEOPLE Will SAY THAT'S POS TIVE FOR 
17 A.I.D.S. 
18 WALTER REED SAYS, "NO, YOU MUST HAVE ONE 
19 EACH." AND THE INSURANCE INDUSTRY HOLDS BY THAT SAME 
20 TYPE OF POLICY. SO THEN YOU GO OUT AND DO THE THIRD, 
21 WHICH IS A RECOMBINANT TYPE OF TESTING TO INDEED SECURE 
22 YOURSELF THAT WHEN YOU INDEED REPORT THIS AS POSITIVE, 
23 THAT, YES, INDEED, IT'S POSITIVE. THIS EliMINATES A lOT 
24 OF THE "IF'S," TOO. THERE'S WHAT~ CALl INDETERMINATE 
25 
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2 AT THE PRESENT TIME, OVER 98 PERCENT OF 
3 THOSE CAN BE RESOLVED. IF IT CANNOT BE RESOLVED BY 
4 RECOMBINANT, THERE IS EVEN A FURTHER TEST THAT CAN BE 
5 DONE. I'VE NOT HAD THE OPPORTUNITY TO AVAIL MYSELF OF 
6 THE FURTHER TEST BECAUSE THE GREATEST PERCENT OF THE 
7 TESTS ARE PROVEN OKAY. 
8 SO, YES, YOU'RE RIGHT. THERE IS NO QUESTION 
9 OTHER CONDITIONS CAN CAUSE FALSE POSITIVES, BUT~ TAKE 
10 All THE PRECAUTIONS NECESSARY AND GO EVEN ABOVE THE 
11 ARMY'S CRITERIA OR C.D.C. CRITERIA. ~'RE SURE WHEN THE 
12 REPORT IS POSITIVE THAT THEY'RE POSITIVE. 
13 SENATOR WATSON: LET ME ASK MR. SADLER, WHAT IS 
14 THE COST OF THAT KIND OF IN-DEPTH TESTING TO TRY TO PROVE 
15 OR DISPROVE THAT THE PERSON IS IN FACT 
16 MR. SADLER: THAT WOULD BE INCLUDED IN MY EARLIER 
17 COMMENT OF 40 TO $50 WOULD COVER THE COST. THE FOLLOW-UP 
18 TESTS ARE PERFORMED IN SUCH RARE OCCASION BECAUSE THE 
19 NUMBER OF POSITIVES ARE PRETTY SMALL. IT'S JUST INCLUDED 
20 IN WHAT THE LABORATORY CHARGES YOU. THE FOLLOW-UP TESTS 
21 ARE INCLUDED IN THAT PRICE. 
22 SENATOR WATSON: I AM THINKING OF PROPOSALS THAT 
23 COULD GO FORTH IN TERMS OF LEGISLATION. SUPPOSE THE 
24 STATE PICKS UP THE COST OF DOING THE TESTING, THAT 40 TO 
25 $50 PER PATIENT. WOULD THAT HELP IN THE INSURANCE 
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1 INDUSTRY, SAY THE 165 COMPANIES THAT PAID OUT THE CLAIM, 
2 WOULD THAT HELP THE INDUSTRY DEFRAY THE COVERAGE TO 
3 PEOPLE WHO WANT TO BUY $50,000 WORTH OF HEALTH INSURANCE? 
4 MR. SADLER: THE 40 TO $50 IS A VERY SMALL AMOUNT 
5 COMPARED TO THE TOTAL CLAIM COSTS. 
6 SENATOR WATSON: BUT YOU'RE INCLUDING THAT INTO 
7 THE COST? 
8 MR. SADLER: THAT'S RIGHT. WE'RE INCLUDING THAT 
9 IN THE COST, BUT IT'S VERY SMALL, MINOR. FOR THE 40 TO 
10 $50 YOU DON'T JUST GET AN H. I .V. ANTIBODY TEST, YOU GET A 
11 NUMBER OF -- OUR TESTS ARE All BUNDLED, SO IT'S NOT JUST 
12 H. I.V. ALONE. YOU GET A NUMBER OF OTHER THINGS, TOO, 
13 THAT ARE USEFUL IN THE UNDERWRITING PROCESS. 
14 INSURANCE COMPANIES HAVE TRADITIONALLY PAID 
15 FOR THE COST OF THE PHYSICAL EXAM AND TESTS OVER THE 
16 YEARS. AND THE VALUE IS MUCH GREATER THAN THE COST, SO 
17 I'M NOT SURE, IF THE STATE DEFERRED SOME OF THAT COST, IT 
18 WOULD STILL BE A VERY SMALL AMOUNT COMPARED TO THE TOTAL 
19 CLAIM DOLLARS. 
20 SENATOR WATSON: ALL RIGHT. 
21 MS. UITTI: I HAVE TWO QUICK QUESTIONS. ONE WAS 




MR. MATHEWS: NO. 
MS. UITTI: -- FOR A. I .D.S. IN HEALTH? 
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1 MR. MATHEWS: NO. 
2 MS. UITTI: FOR EXAMPLE, KAISER WROTE US A LETTER 
3 AND SAID THAT THEIR COSTS FOR CLAIMS ~RE ABOUT $35,000. 
4 MR. MATHEWS: WELL, AT THE BEGINNING OF MY 
5 STATEMENT, I TRIED TO INDICATE THAT THE COSTS WERE A 
6 RANGE. AND MR. SADLER GAVE THAT RANGE AS ~LL. 
1 MS. UITTI: YOU WOULD ACKNOWLEDGE THAT THE RANGE 
8 IS MUCH HIGHER, FOR EXAMPLE, THAN KAISER PERMANENTE COULD 
9 DO FOR 35,000? 
10 MR. MATHEWS: NO --WELL, THE RANGE IS HIGHER, 
11 YES. BUT THEN KAISER PERMANENTE, I BELIEVE, IS AN H.M.O. 
12 MS . U I TT I : YES . 
13 MR. MATHEWS: I BELIEVE H.M.O. 'S USE CASE 
14 MANAGEMENT 
15 MS. UITTI: UH-HUH. 
16 MR. MATHEWS: -- SO THEIR RESULTS ARE CONSISTENT 
17 WITH WHAT WE TESTIFIED TO EARLIER TODAY. 
18 MS. UITTI: OKAY. THE OTHER QUESTION -- OH, GOING 
19 BACK ON THAT QUESTION, THAT WAS A 40 TO $100,000 RANGE 
20 THAT CAME FROM THE CONGRESSIONAL OFFICE OF TECHNOLOGICAL 
21 ASSESSMENT. WHAT WE ASKED IN OUR LETTERS WAS YOUR ACTUAL 
22 CLAIM COSTS TO DATE, NOT WHAT HAD BEEN TRUE NATIONWIDE 
23 BUT IN YOUR CALIFORNIA HEALTH INSURANCE. 
24 DO YOU HAVE THAT DATA ON COST PER CLAIM IN 
25 CALIFORNIA? 
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MR. MATHaNS: NO, BECAUSE OUR MEMBER COMPANIES 
2 DON'T DO BUSINESS ONLY IN CALIFORNIA. SEE, THEY DO 
BUSINESS ALL AROUND THE COUNTRY. THEY DON'T SEGMENTIZE 
4 THEIR CLAIM COSTS LIKE THAT. 
5 MS. UITTI: DO YOU HAVE THOSE CLAIM COSTS FOR YOUR 
6 COMPANY AROUND THE COUNTRY THEN, RATHER THAN COMING FROM 
7 ANOTHER OUTSIDE ENTITY LIKE O.T.A., SO~ COULD GET A 
8 MORE ACCURATE ASSESSMENT OF YOUR ACTUAL COSTS? 
9 MR. MATHaNS: THAT'S WHAT I GAVE YOU EARLIER. 
10 THOSE ARE THE REPORTS FROM SURVEYS THAT WE HAD CONDUCTED, 
i1 AND THERE IS THIS RANGE. AND THE RANGE DEPENDS ON THE 
12 FACTORS INVOLVED. 
13 MS. UITTI: MY OTHER QUESTION WAS TO GREG SADLER, 
14 BUT COULD ALSO BE TO YOU. AND THAT IS, IF THE H. I .V. 
15 TEST WAS AVAILABLE AS YOU ARE ADVOCATING THAT IT IS, WHO 
16 WOULD YOU TEST? WOULD YOU TEST EVERYONE OR JUST THOSE 
17 WITH THE ABNORMAL T-CELL TESTS OR WHO FOR HEALTH 
16 INSURANCE? 
19 MR. SADLER: EVERY COMPANY IS GOING TO DO IT 
20 ! Dl FFERENTLY, I'M SURE. 
21 MS. UITTI: HOW ABOUT YOUR TWO COMPANIES? 
22 MR. SADLER: MINE FOR ONE, WOULD DISPENSE WITH THE 
23 T-CEll TEST. AS THE DOCTOR SAID, THE T-CELL TEST IS VERY 
24 GOOD FOR WHAT IT DOES, BUT IT'S NOT AS PREDICTIVE FOR THE 
25 H. I.V. INFECTION AS THE ANTIBODY TEST. 
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1 MS. UITTI: SO YOU WOULD USE THE ANTIBODY TEST ON 
2 INSURANCE FOR EVERYBODY, INDIVIDUAL POLICIES. 
3 MR. SADLER: I'M -- I DON'T HAVE THE POWER TO MAKE 
4 THAT DECISION FOR MY COMPANY. I THINK THE ANSWER IS 
5 DEFINITELY NO. WE DON'T TEST EVERY SINGLE PERSON IN 
6 OTHER STATES, SO I DON'T SEE WHY WE WOULD TEST EVERY 
7 PERSON IN CALIFORNIA. 
8 SENATOR WATSON: DOES YOUR COMPANY TEST FOR THE 
9 INSURANCE OR TEST FOR HIGH RISK? 
10 MR. SADLER: I'M SORRY? 
1 1 SENATOR WATSON: DOES YOUR COMPANY TEST BASED ON 
12 THE AMOUNT OF THE INSURANCE, LIKE WAS MENTIONED TO US, OR 
13 THE AMOUNT OF THE RISK? 
14 MR. SADLER: AMOUNT OF INSURANCE AND MEDICAL 
15 CONDITION, HISTORY THAT THE DOCTOR REFERRED TO. EVERY 
16 COMPANY IS GOING TO HAVE SLIGHTLY DIFFERENT GUIDES ON 
17 WHERE THEY DRAW THE LINE. THAT IS WHAT MAKES IT A 
18 COMPETITIVE BUSINESS. 
19 SENATOR WATSON: THAT'S WHY I ASKED THE QUESTION. 
20 (RECESS) 
21 SENATOR WATSON: WE WILL RESUME OUR HEARING NOW 
22 AND AT THIS POINT WE'LL HEAR FROM BRAD WENGER. 
23 MR. WENGER: THANK YOU, MADAM CHAIR, COMMITTEE 
24 MEMBERS AND STAFF. FOR THE RECORD, MY NAME IS BRAD 
25 WENGER AND I AM COUNSEL AND SECRETARY FOR THE ASSOCIATION 
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1 OF CALIFORNIA LIFE INSURANCE COMPANIES, WHICH IS A 
2 STATEWIDE TRADE ASSOCIATION OF 35 DOMESTIC AND FOREIGN 
3 INSURERS DOING BUSINESS N CALIFORNIA IN THE LIFE AND 
4 HEALTH INSURANCE FIELD, MOSTLY ON A GROUP BASIS. 
5 THE FOCUS OF MY REMARKS WOULD BE QUESTION 
6 NUMBER 7. WOULD PREFACE MY REMARKS CONCERNING THAT WE 
7 WELCOME THE OPPORTUNITY TO PARTICIPATE IN THIS HEARING, 
8 AND WE COMPLIMENT THE COMMITTEE AND STAFF WITH PUTTING 
9 TOGETHER THE MATERIAL FOR THE COMMITTEE. 
10 I'VE PROVIDED A WRITTEN STATEMENT, WHICH 
11 I'LL TRY TO SUMMARIZE. THE QUESTION POSED, AS WE 
12 UNOERSTANO IT, HAS TO DO WITH THE ALLEGED COST SHIFT IF 
13 HEALTH INSURERS ARE PERMITTED TO ANTIBODY TEST TO STATE 
14 PROGRAMS. WE BELIEVE THAT THERE ARE SEVERAL FACTS THAT 
15 ARE RELEVANT TO THE COMMITTEE'S CONSIDERATION OF THE COST 
16 SHIFT ISSUE. AND THERE HAS BEEN A LOT OF DISCUSSION 
17 ABOUT THIS ISSUE, BUT LITTLE EMPIRICAL EVIDENCE SO FAR, 
18 AND SO WE'Ll TRY TO RESPOND AS PRECISELY AS WE CAN. 
19 FIRST OF ALL, TESTING FOR THE H. I .V. RISK IS 
20 PERMITTED AND OCCURRING THROUGH THE USE OF THE T-CEll 
21 TEST, WHICH WE'VE BEEN DISCUSSING. SO IN OUR VIEW, THE 
22 QUESTION IS NOT SHOULD TESTING BE PERMITTED, BUT RATHER 
23 SHOULD THE BEST TEST BE PERMITTED. 
24 AS WE HAVE HEARD, THE T-CELL TESTS, TESTS 
25 THE IMMUNE SYSTEM AND HAS A TENDENCY TO OVEREXCLUDE 
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1 APPLICANTS; THEREFORE, TO THE EXTENT THE T-CELL TEST 
2 COMES INTO WIDER USE BECAUSE THE INSURERS DON'T HAVE THE 
3 ABILITY TO USE THE ANTIBODY TEST, MORE APPLICANTS WILL BE 
4 UNNECESSARILY SHIFTED TO THE PUBLIC SECTOR AND DENIED 
5 PRIVATE INSURANCE. 
6 AND THIS IS CLEARLY NOT THE BEST RESULT, THE 
7 BEST PUBLIC POLICY RESULT FOR THE APPLICANT WHO WISHES TO 
8 BUY INSURANCE, FOR THE SELLER WHO WISHES TO SELL 
9 INSURANCE OR THE STATE WHICH SEEKS TO PRESERVE ITS 
10 MEDI-CAL SYSTEM. IN OUR VIEW, AB 2900 SEEKS TO CORRECT 
11 THE POTENTIAL COST SHIFT CAUSED BY THE EXISTING 
12 RESTRICTION ON ANTIBODIES TESTING WHICH FORCES INSURERS 
13 TO USE THE T-CELL TEST. 
14 SECONDLY, UNDER AB 2900 ANTIBODIES TESTING 
15 IS LIMITED TO INDIVIDUAL COVERAGE. I THINK IT'S VERY 
16 IMPORTANT TO NOTE THE DISTINCTION BETWEEN GROUP AND 
17 INDIVIDUAL COVERAGE. THE LARGE AMOUNT OF COVERAGE IN 
18 CALIFORNIA IS ON A GROUP BASIS. 
19 WE GATHERED SOME STATISTICS FROM THE 
20 H. I .A.A. DURING THE YEAR AND THEY INDICATE THEY'RE 
21 1985 STATISTICS, AND WITH THE CAVEATS JOHN MENTIONED 
22 EARLIER, NOT INCLUDING CROSS, SHIELD AND THE H.M.O. 'S, WE 
23 INDICATED ABOUT 15 MilliON PERSONS WITH GROUP INDEMNITY 
24 COVERAGE IN CALIFORNIA AS OPPOSED TO 1 MilliON PERSONS 
25 WITH INDIVIDUAL HEALTH INSURANCE COVERAGE IN CALIFORNIA. 
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1 SO THERE IS A BIG DISTINCTION THERE, AND~ ARE ONLY 
2 jTALKING ABOUT INDIVIDUAL HEALTH COVERAGE IN AB 2900. 
3 I I THINK IT'S IMPORTANT TO DISPEL ANOTHER 
4 MYTH THAT HAS BEEN SURROUNDING THIS DEBATE, AND THAT IS 
5 HOW INSURERS ARE GOING TO USE THIS RIGHT TO TEST TO GO 
6 BACK AND TEST EXISTING POLICYHOLDERS. AND THIS IS FALSE. 
7 IF YOU'RE IN A GROUP PLAN, IF YOU'VE ALREADY GOT AN 
8 INDIVIDUAL POLICY, INSURERS ARE NOT GOING TO USE THIS 
9 AUTHORITY TO GO BACK USING ANTIBODIES TESTING AND SOMEHOW 
10 DECLINE INSURANCE. THAT IS ONE MYTH THAT ~ THINK HAS 
11 BEEN REGRETTABLY RAISED. 
12 IN MOVING ON FROM THERE, IN GROUP INSURANCE 
13 TESTING, WHETHER IT'S ANTIBODY TESTING FOR H. I .V. OR ANY 
14 OTHER DISEASE, IT'S JUST NOT DONE. I WOULD NOTE ONE 
15 OTHER STATISTIC. IN INDIVIDUAL HEALTH INSURANCE. THE 
16 MARKET HAS BEEN RAPIDLY DECLINING. IN 1982, THIS IS 
17 NATIO~IDE, THERE ~RE ABOUT 21.8 MILLION PERSONS COVERED 








ABOUT 11.7 PERSONS, MilliON PERSONS COVERED. 
SO IRRESPECTIVE OF THE A. I .D.S. PROBLEM, THE 
I INDIVIDUAL MARKET IS DECLINING, AND THAT'S PART OF YOUR 
CONCERN AS TO THE MEDI-CAL PROGRAM AND THE COST SHIFT AND 
NOT MERELY ATTRIBUTABLE TO A. I .D.S. OR ANTIBODY TESTING. 
SPECIFICAllY WITH RESPECT TO THE AllEGED 
COST SHIFT ASSOCIATED WITH ANTIBODY TESTING, OUR RESEARCH 
78 
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1 DIFFERS RADICALLY FROM THAT OF THE OPPONENTS OF AB 2900 
2 AND THE ASSERTIONS THAT THOUSANDS OF APPLICANTS WOULD BE 
3 MOVED OVER. WHEN WE LOOKED AT THIS ISSUE EARLIER IN THE 
4 YEAR AND AGAIN ON THE BASIS OF H. I .A.A. STATISTICS, WE 
5 ESTIMATED THAT APPROXIMATELY 165,000, THAT WOULD BE 
6 APPROXIMATELY 165,000 APPLICANTS FOR INDIVIDUAL HEALTH 
7 CARE COVERAGE IN CALIFORNIA IN A GIVEN YEAR, THAT IS 
8 BASED ON THE ASSUMPTION THAT 7 PER 1,000 POPULATION 
9 APPLY, APPLYING THE CURRENT INFECTION RATES AND 
10 RECOGNIZING THAT CALIFORNIA'S INFECTION RATE IS ABOUT 
11 DOUBLE THAT OF THE NATION, THAT WORKS OUT TO BE 
12 APPROXIMATELY 200 TO 400 APPLICANTS THAT WOULD TEST 
13 POSITIVE AND WOULD BE DENIED INSURANCE. SO THAT IS OUR 
14 STATISTIC AS IT DIFFERS FROM THE 
1 5 SENATOR WATSON: WHAT WAS THAT AGAIN? 
16 MR. WENGER: APPROXIMATELY 200 TO 400 PERSONS 
17 WOULD TEST POSITIVE PER YEAR IF INDIVIDUAL HEALTH 
18 INSURERS WERE ABLE TO USE THE ANTIBODIES TEST ON 
19 INDIVIDUAL POLICIES. 
20 SO THAT'S NOT AN INSIGNIFICANT NUMBER BUT 
21 IT'S FAR LESS THAN WHAT HAS BEEN PORTRAYED AS THOUSANDS 
22 OF PERSONS SHIFTING TO THE PUBLIC SECTOR AND MILLIONS OF 
23 DOLLARS. 
24 SENATOR WATSON: AND THEY WOULD BE DENIED? 
25 MR. WENGER: YES. THINK IT'S A UNIVERSAL VIEW 
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1 IN THE INDUSTRY THAT THOSE WHO TEST POSITIVE ARE VERY 
2 UNINSURABLE. THE RISK PRESENTED BY AN H. I .V. INFECTED 
3 APPLICANT IS FIFTY TIMES THAT THE NORMAL APPliCANT. YOU 
4 COMPARE THAT WITH SMOKING. A SMOKER IS CONSIDERED TWO 
5 TIMES THE RISK, MORTAliTY RISK. AND YOU MOVE UP THE LINE 
6 TO WHERE DIABETES MIGHT BE FOUR TIMES THE RISK, HEART 
7 DISEASE MIGHT BE FIVE TIMES THE RISK. AND THEN YOU'RE 
8 GETTING INTO THE UNINSURABLE RANGE. YOU GO FROM FIVE 
9 TIMES TO FIFTY TIMES FOR THE H. I .V. INFECTED APPLICANT, 
10 AND IT'S FAIRLY CLEAR THAT THAT'S A RISK THAT CAN'T BE 
11 IGNORED NOR INSURED. 
12 THESE FACTS TO US SUGGEST THAT THE COST 
13 SHIFT WOULD NOT BE AS GREAT AS PORTRAYED. AND I THINK 
14 YOU SHOULD NOTE THAT IT'S NOT ONLY THOSE THAT HAVE BEEN 
15 SCREENED OUT. IF WE HAVE TO CONTINUE TO USE THE T-CELL 
16 TEST AND IT'S USED ON A WIDESPREAD BASIS IT'S NOT USED 
17 ON A WIDESPREAD BASIS AT THIS POINT, BUT IT COULD COME 
18 INTO BROADER USE, AND IF IT DOES, THAT TEST HAS A 
19 TENDENCY TO OVEREXCLUDE PERSONS, THEREBY PUTTING MORE 
20 PERSONS AT RISK TO GO ON THE PUBLIC ROll AND WORSENING 
21 THE UNCOMPENSATED CARE SITUATION IN CALIFORNIA. 
22 H~VER, TO THE EXTENT A SHIFT IS POSSIBLE, 
23 WE FEEL THAT THE LINKAGE BETWEEN AB 2900 AND THE TWO 
24 PLANS MENTIONED EARLIER BY ASSEMBLYMAN JOHNSTON WERE THE 
25 APPROPRIATE WAY TO DEAL WITH THE PERCEIVED THREAT. 
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1 A.C.l. I .C. SUPPORTS AB 2900 AND THE LINKAGE 
2 TO AB 600, OR SB 6 OR ANY OTHER PLAN OF COVERAGE FOR 
3 UNINSURABLES. ~ HAVE SUPPORTED A PLAN FOR MEDICALLY 
4 UNINSURABLE PERSONS SINCE 1982. AS MR. BIANCO WILL 
5 RECAll, ~ STARTED THIS MISSION ABOUT THEN AND~. TOO, 
6 ~RE SADDENED THAT SB 6 WAS VETOED BY THE GOVERNOR. 
7 SENATOR WATSON: AT THIS TIME, LET ME ASK YOU THIS 
8 QUESTION: AB 2900 WAS PROBABLY THE MOST RESPONSIBLE 
9 PROPOSAL OF ITS KIND IN TERMS OF PROVISIONS. I'D LIKE 
10 YOU TO JUST MENTION, HOW DO WE GUARANTEE CONFIDENTIALITY? 
11 WHAT PERSONNEL WOULD HAVE ACCESS TO THE 
12 FINDINGS OR THE TEST RESULTS AND HOW WOULD THE INSURER 
13 GET TO HIS OR HER OWN RECORDS? SO HOW DO YOU REALLY 
14 SECURE CONFIDENTIALITY WHEN YOU DO -- IF AB 2900 BECAME 
15 LAW, HOW WOULD YOU ACTUALLY SECURE, AND WHO WOULD HAVE 
16 ACCESS TO THE TEST RESULTS? 
17 MR. ~NGER: I'LL TRY TO RESPOND TO THAT. I THINK 
18 YOU SHOULD INITIALLY NOTE THAT AB 3500 WHICH WAS SIGNED, 
19 GOES A LONG WAY TO CONTINUING THE FINE RECORD THAT 
20 CALIFORNIA HAS HAD IN ENFORCING CONFIDENTIALITY LAWS THAT 
21 ARE APPLICABLE TO INSURERS. 
22 CALIFORNIA'S CONFIDENTIALITY AND MEDICAL 
23 INFORMATION LAW WAS PASSED IN 1982. AB 3305 LIFTED THE 
24 SUNSET THAT SO THAT LAW CONTINUES, AND IT BASICALLY HAS 
25 BEEN EXCELLENT IN PRESERVING THE CONFIDENTIALITY OF 
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1 MEDICAL INFORMATION. AND CERTAINLY H. I .V. RESULTS ARE 
2 VERY SENSITIVE AND INSURERS HANDLE A LOT OF OTHER VERY 
3 SENSITIVE INFORMATION, HAVE FOR A LONG TIME. AND THERE'S 
4 BEEN NO REPORTED PROBLEMS IN ANY LEAKAGE OR DISCLOSURE OF 
5 THAT SENSITIVE INFORMATION. IT'S REPORTED TO THEM. I .V. 
6 AND NO OTHERS. 
7 THEM. I .V. IS AN INFORMATION EXCHANGE THAT 
8 PREVENTS FRAUD IN INSURANCE BASICALLY. IT SERVES A 
9 WORTHY GOAL OF PREVENTING FRAUD IN THE APPLICATION 
10 PROCESS. AND WITH RESPECT TO H. I .V. IN PARTICULAR, DR. 
11 TORRE MENTIONED EARLIER THAT THE INDUSTRY HAS COME TO THE 
12 POSITION THAT H. I.V. SPECIFIC RESULTS WILL NOT BE 
13 REPORTED TO THEM. I .V. 
14 THERE WILL NOT BE A SPECIFIC H. I .V. RESULT 
15 REPORTED IN A CODE TO THEM. I.V. AND THAT KIND OF DOUBLY 
16 INSURES CONFIDENTIALITY IN THIS SYSTEM. THERE HAS BEEN 
17 NO REPORTED INSTANCES OF ABUSING THAT I'M AWARE OF IN THE 
18 WIDESPREAD USE IN THE 49 OTHER STATES THAT PRESENTLY 
19 ALLOW THE TEST. 
20 SENATOR WATSON: IF 2900 WERE TO HAVE PASSED, 
21 BASED ON WHAT YOU ALREADY KNOW, HOW MANY PERSONS DO YOU 
22 THINK WOULD BE EXCLUDED? AS DR. TORRE HAS MENTIONED, 
23 IT'S A MORE RELIABLE INSTRUMENT TO USE AND MY FEELING 
24 WAS: PROBABLY MORE PEOPLE ARE EXCLUDED NOW BASED ON THE 
25 T-CELL TEST THAN THEY WOULD BE BASED ON THE H. I .V. TEST. 
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1 WHAT WOULD YOU PROJECT WOULD BE THE NUMBERS BASED ON WHAT 
2 YOU ALREADY KNOW? 
3 MR. ~NGER: ~LL, ~ AGREE THAT FAR LESS WOULD BE 
4 EXCLUDED UNDER THE ANTIBODY TEST THAN THE T-CELL TEST, IF 
5 THE T-CELL TEST ~RE USED BY ALL INSURERS. AND AGAIN, 
6 THE NUMBER THAT WE HAVE INDICATED -- THAT UNDER THE 
1 ANTIBODIES TEST FOR INDEMNITY INSURERS 2- TO 400 
8 APPLICANTS WOULD BE REJECTED ON AN ANNUAL BASIS. 
9 AND WE THINK THOSE PERSONS ARE THE ONES THAT 
10 WOULD BE LIKELY TO AVAIL THEMSELVES OF THE AB 600 OR SB 6 
11 APPROACH. AND~ WOULDN'T BE UNDER THE 2900 APPROACH. 
12 ~WOULDN'T ANTIBODIES TEST UNLESS THAT OPTION WERE 
13 AVAILABLE. AND I THINK ASSEMBLYMAN JOHNSTON MADE THAT 
14 PRETTY CLEAR EARLIER. 
15 DR. TORRE: MIGHT I SPEAK TO THE CONFIDENTIALITY 
16 CLAUSE, BECAUSE I'M THE ONE THAT RELEASES THE INFORMATION 
17 TO THE PARTIES. MY NAME IS DR. TORRE AND I'M WITH 
18 EQUITABLE. 
19 OUR POLICY IS WHEN A PERSON TESTS POSITIVE 
20 FOR H. I .V. -- AND YOU MUST UNDERSTAND MY AREA IS 14 
21 STATES INCLUDING GUAM. CALIFORNIA IS ONE OF THEM. SO 
22 THAT I DO SEE H. I .V. POSITIVE TESTS FROM OTHER STATES. 
23 ~ HANDLE BOTH THE H. I .V. AND THE T-CELLS THE SAME WAY. 
24 IN THE FIRST PLACE, A REQUEST IS SENT TO THE 
25 APPLICANT NOTIFYING HIM OF THE UNDERWRITING PROCESS. AND 
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1 I MUST SAY THIS FOR THE RECORD, THE UNDERWRITING PROCESS 
2 IS THE UNDERWRITING PROCESS, AS FAR AS I'M CONCERNED, 
3 WHETHER IT'S HEALTH, LIFE OR DISABILITY. YOU DISCLOSE 
4 THE INFORMATION THE SAME WAY. 
5 WE ASK THE APPLICANT FOR HIS PERMISSION TO 
6 SEND THE INFORMATION TO THE PHYSICIAN BECAUSE IT'S REALLY 
7 PERSONAL, CONFIDENTIAL INFORMATION. HE SENDS ME BACK 
8 AUTHORIZATION TO RELEASE TO HIS PHYSICIAN. I MUST HAVE 
9 IT IN WRITING. I THEN SEND TO THE PHYSICIAN, BY 
10 CERTIFIED RESTRICTED DELIVERY, THE RESULTS OF THE H. I .V. 
11 TEST. IN OTHER WORDS, IT WOULDN'T BE OPENED UP BY HIS 
12 NURSE OR SECRETARY OR SOMEBODY ELSE WHO REALLY DOESN'T 
13 BELONG WITH THAT KNOWLEDGE. 
14 THEN I PURGE THE UNDERWRITING FILE OF ALL 
15 COMMUNICATIONS TO THE APPLICANT AND OF THE TEST, AND 
16 HAVE IT IN A LOCKED DRAWER. SO MAYBE SOMEBODY COULD GO 
17 THROUGH A FILE AND PULL IT AND SAY, OH, YES, THERE ISN'T 
18 A BLOOD TEST HERE AND, THEREFORE, MAYBE SOMETHING IS 
19 WRONG WITH THE BLOOD TEST, BUT WE PURGE ALL FILES. WE 
20 MAKE NO REFERENCE TO IT IN ANY WAY THAT THE PERSON IS 
21 H. I .V. POSITIVE. 
22 THE FACE SHEET OF DECLINATION STATES THAT 
23 THE PERSON HAS BEEN DECLINED INSURANCE BECAUSE OF 
24 ABNORMAL LABORATORY FINDINGS, PERIOD. SO THERE WOULD BE 
25 NO WAY A PERSON COULD FIND OUT THAT, INDEED, YES, THERE 
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1 IS AN H. I .V. POSITIVE IN ANY ONE OF OUR RECORDS. THAT'S 
2 KEPT IN MY LOCKED DRA~R AND I HAVE THE KEY. AND THIS IS 
3 THE INSTRUCTIONS FROM OUR COMPANY. 
4 SO THE CONFIDENTIALITY, HAVE NO CONCERN 
5 WITH. IN FACT, ONE TIME THERE WAS ONE WHERE 
6 SENATOR WATSON: ARE YOU THE ONLY ONE THAT SEES 
7 THAT INFORMATION? 
8 DR. TORRE: NO. THE UNDERWRITERS DO, THEY HAVE TO 
9 SEE THE INFORMATION BECAUSE THEY ARE THE ONES THAT 
10 ULTIMATELY DO THE CASE REJECTION OR DECLINATION, BUT~ 
11 HELD MEETINGS ON CONFIDENTIALITY AND THE IMPLICATIONS OF 
12 THE SENSITIVE NATURE. TRY TO IMPRESS ON THEM THAT THEY 
13 ARE REALLY PRIVY TO THIS INFORMATION THEY SHOULDN'T HAVE 
14 AND SHOULD RESPECT THAT INFORMATION BECAUSE THIS REALLY 
15 HOLDS LIFE AND DEATH TYPES OF IMPLICATIONS ON A PERSON. 
16 IT'S THE SAME IN ANY MEDICAL OFFICE. YOU 
17 HAVE TO TRUST THE PEOPLE THAT - BUT~ ARE VERY, VERY 
18 SENSITIVE TO THE FACT THAT WE DON'T WANT THE 
19 INFORMATION -- AND I HAD ONE APPLICANT SAY, I WISH YOU TO 
20 SEND THIS FEDERAL EXPRESS. AND I SAID, I PREFER TO SEND 
21 IT TO THE PHYSICIAN BY CERTIFIED. HE SAID, NO, FEDERAL 
22 EXPRESS. 
23 I CHECKED WITH HIS OFFICE, AND THEY SAID 
24 THAT ANYTHING THAT COMES BY FEDERAL EXPRESS IS AS GOOD AS 
25 CERTIFIED. I'M JUST USING THIS AS AN EXAMPLE THAT I 
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1 CALLED UP THE PHYSICIAN'S OFFICE TO MAKE SURE THAT NOBODY 
2 WAS GOING TO OPEN IT UP. THAT MAY BE OVERKILL, BUT I 
3 DON'T THINK YOU CAN REALLY OVERKILL CONFIDENTIALITY. 
4 I JUST WANTED TO MAKE THAT CLEAR. 
5 MR. BIANCO: HAVE A COUPLE QUESTIONS IF I MIGHT. 
6 IF I COULD JUST TAKE A MOMENT OF THE COMMITTEE'S TIME TO 
7 EXPLAIN SOMETHING BEFORE I ASK THIS QUESTION JUST FOR 
8 SOME BACKGROUND. 
9 THE INSURANCE INDUSTRY AND THE H.M.O. 
10 INDUSTRY HAVE BEEN VERY, VERY SUPPORTIVE OVER THE LAST 
11 FIVE PLUS YEARS IN ASSISTING IN A FINANCIAL WAY IN 
12 DEALING WITH ANY POTENTIAL DEFICIT THAT MIGHT OCCUR IN A 
13 RISK POOL FOR A MEDICALLY UNINSURABLE. 
14 THE PROBLEM THAT OCCURS, HOWEVER, IS THE 
15 FEDERAL LAW IN THIS SENSE: THAT MANY EMPLOYERS IN 
16 CALIFORNIA DO NOT USE THE INSURANCE MECHANISM FOR 
17 PURPOSES OF PROVIDING COVERAGE. AND MOST RISK POOLS SAY 
18 THAT WHEN THERE IS A DEFICIT AT THE END OF THE YEAR, WE 
19 WOULD THEN ASSESS UNIFORMLY ACROSS THE BOARD THOSE 
20 ENTITIES WHO PROVIDE HEALTH COVERAGE. 
21 BECAUSE OF THAT FEDERAL LAW, WE BASICALLY AS 
22 A STATE CANNOT REACH TO CALIFORNIA EMPLOYERS AND REQUIRE 
23 THEM TO DO THAT, THE RISK EXEMPTION. SO THE INSURANCE 
24 INDUSTRY AND H.M.O. INDUSTRY HAVE SAID THAT THEY SUPPORT 
25 THE ASSESSMENT BUT FEEL THAT IT WOULD BE UNFAIR FOR THEY 
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1 THEMSELVES TO BE BURDENED WITH THE TOTAL FINANCIAL COSTS 
2 OF ASSESSMENT. AND I THINK THE LEGISLATURE HAS RESPONDED 
3 IN THE AFFIRMATIVE BY SAYING, YES, THAT IS UNFAIR PUBLIC 
4 POLICY. 
5 BASED ON THAT, I HAVE THIS QUESTION TO ASK 
6 ANY OF THE PANEL, IN PARTICULAR, MR. \VENGER. 
1 UNDER EITHER AB 600 OR SB 6, IF 400 PEOPLE A 
8 YEAR WERE EXCLUDED FROM HEALTH COVERAGE BASED ON THE 
9 H. I .V. TEST, AND THOSE 400 INDIVIDUALS WOULD BE ABLE TO 
10 BUY COVERAGE AT A CAPPED AFFORDABLE RATE, THEREBY 
11 PRODUCING A DEFICIT IN TERMS OF REVENUE FROM PREMIUM 
12 INVESTMENT INCOME VERSUS LOSSES PAID OUT, AND THE 
13 INSURANCE AND H.M.O. INDUSTRY, INSTEAD OF BEING ASSESSED 
14 FOR THE DEFICIT THAT COULD OCCUR FOR ANYONE IN THAT POOL, 
15 BUT INSTEAD WERE ASSESSED ONLY THE DEFICIT FOR THE 2 TO 
16 400 INDIVIDUALS, THAT IS TO SAY, A SEPARATE POOL WITHIN 
17 THE LARGER GROUP OF UNINSURED, WHAT WOULD YOUR REACTION 
18 BE TO THAT APPROACH RATHER THAN REQUESTING YOU, AMONG 
19 EVERYONE ELSE, TO PAY FOR LOSSES FOR 5.2 MILLION 
20 CALIFORNIANS WHO ARE CURRENTLY UNINSURED? 
21 MR. WENGER: WEll, IF THAT'S THE ALTERNATIVE, 
22 KNOW WHAT ALTERNATIVE I WOULD CHOOSE. 
23 MR. BIANCO: WANT TO GO ONE STEP FURTHER, BRAD, 
24 TO HELP YOU. WE WOULD ALSO REQUIRE CASE MANAGEMENT IN 
25 ~ll FORMS OF HEALTH CARE COST CONTAINMENT TO KEEP THOSE 
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1 COSTS DOWN FOR THOSE 400 INDIVIDUALS, SO YOU WOULD BE 
2 ABLE TO KNOW EXACTLY WHAT THE LOSS WOULD BE. 
3 AND I MIGHT EVEN GO A STEP FURTHER TO SAY 
4 THAT IF THAT STILL MADE YOU A BIT QUEASY, THE STATE MIGHT 
5 'SERVE AS A REINSURER OF LAST RESORT FOR THE PURPOSE OF 
6 STOP LOSS OR TO PAY AN AMOUNT ABOVE A CERTAIN NUMBER. 
7 MR. ~NGER: THIS IS KIND OF A QUESTION OF FIRST 


















I GUESS I CAN ONLY GIVE YOU AN INITIAL REACTION. I GUESS 
I MY PHILOSOPHICAL ONE IS ALONG THE LINES OF SENATOR 
WATSON'S EARLIER, THAT~ WANT TO TREAT A. I .D.S. LIKE ANY 
OTHER DISEASE. 
IT SOUNDS LIKE THIS APPROACH IS KIND OF 
SINGLING OUT A. I .D.S. AS A SPECIAL LIFE THREATENING 
CONDITION THAT ~'RE GOING TO CREATE A SEPARATE POOL FOR. 
AND THAT'S GOT SOME POLICY IMPLICATIONS IN AND OF ITSELF. 
ECONOMICALLY, IT MIGHT BE A LITTLE MORE ATTRACTIVE IF 
THAT ~RE THE CASE BUT THE SAME SET OF OBSTACLES WOULD 
STILL BE THERE. 
THERE ARE THE SELF INSURERS UNDER RISK THAT 
WOULD STILL NOT PARTICIPATE IN THIS A. I .D.S. RISK POOL 
UNLESS THERE'S A CHANGE AT THE FEDERAL LEVEL, AND THEN 
YOU'RE AGAIN --WHILE YOU'RE ASSESSING THE INDEMNITY 
INSURERS LESS, THE PRINCIPLE IS NO LESS UNFAIR. 
MR. BIANCO: IF I MIGHT, I THINK THE DIFFERENCE IS 
88 
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1 'RE ONLY TALKING ABOUT H ... TEST FOR DUAL 
2 POLICIES, NOT GROUP COVERAGE. AND MY QUEST ON BECOMES, 
4 APPROACH, ISSUE INDIVIDUAL HEALTH POLICIES, 
5 THEREFORE, WOULD BE UNDER THE SAME LEVEL AS YOU ARE? 
6 DON'T THINK THEY ARE. 
7 MR. ~NGER: THERE IS A DISTINCTION THERE. BUT 
8 AGAIN, I THINK YOU HAVE TO JUMP OVER THE INITIAL HURDLE 
9 OF RATIONALIZING, WHY ARE~ TREATING A. I .. S. DIFFERENT 
10 THAN THE OTHER CONDITIONS THAT WOULD CAUSE SOMEONE TO BE 
11 UNINSURABLE AND GO INTO THE BIG POOL. 
12 MR. BIANCO: I THINK THAT'S A FAIR QUESTION. 
13 ~LL, I DO HAVE AN ANS~R AND IT'S A VERY PERSONAL ONE. 
14 AND THAT IS TO SAY THAT THAT IS THE DECISION THAT'S MADE, 
15 PERIOD. 
16 AND IT'S MADE BECAUSE OF ONE PROBABLY BIG 
7 FACTOR AND THAT IS THAT F YOU NUMBERS 
18 FOR THE POTENTIAL OF A. I .D.S. IN THE UNITE STATES, IT IS 
9 NOT JUST SINGLING OUT AN IND VIDUAL, IT IS SINGL NG OUT 
20 NO !DUALS WITHIN THE POPULAT , 1\foANY OF WHOM THROUGH 
21 FAULT OF THEIR OWN MAY W NO UP TEST NG SEROPOS TIVE. 
22 AND THAT'S, CORRECT ME IF I'M WRONG, IF YOU 
23 AT THOSE NUMBERS, THOSE ARE GREATER THAN IN 
24 THE HIGH RISK GROUPS. I'M GOING TO SEPARATE INTRAVENOUS 
25 DRUGS USERS FROM NON-INTRAVENOUS DRUG USERS AS THE 
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EXAMPlE. AND I'll ANOTHER STEP FURTHER IN SAYING, FOR 
2 THAT INDIVIDUAl WHO'S A FEMAlE, WHO THROUGH NO FAUlT OF 
3 HER OWN HAS TESTED SEROPOSITIVE, THERE IS THE POTENTIAl 
4 THAT THAT NEWBORN WILl TEST SEROPOSITIVE. 
5 AND I BEliEVE THE NUMBERS AND SCIENTIFIC 
6 DATA ARE THERE THAT THAT IS THE CASE. ONCE AGAIN, THAT 
7 CHILD, ONCE HE OR SHE IS BORN, IS FACED WITH THAT 
8 POTENTIAl OF NO HEALTH COVERAGE OR PERHAPS NO LIFE 
9 COVERAGE ON AN INDIVIDUAL BASIS FOREVER. 
10 SENATOR WATSON: HAVE YOU LOOKED AT THE COST 
11 FIGURES ON THE PERSON WHO TESTS POSITIVE BUT DOES NOT 
12 HAVE A. I .D.S. AND WHAT THE COST IS ONCE THEY WOUlD BE 
13 ACTIVELY INVOLVED IN A. I.D.S? 
14 YOU KNOW A PERSON CAN BE HEALTHY AND CARRY 
15 THE VIRUS FOR ANY NUMBER OF YEARS, BUT THE TESTS THAT ARE 
16 GIVEN WOULD PRECLUDE THAT PERSON FROM BEING COVERED. 
17 HAVE YOU lOOKED AT THAT TO SEE WHAT THE AVERAGE TIME IS A 
18 PERSON HAS THE VIRUS BEFORE THEY ACTUAllY GET INTO THE 
19 FULL CONDITION CALLED A. D.S. AND WHAT THE COST WOULD 
20 BE? 
21 BECAUSE A PERSON WHO HAS, SAY, A CARDIAC 
22 PROBLEM WOULD BE FAR MORE COSTLY TO COVER THAN A PERSON 
23 WHO'S HEALTHY BUT HAS THE VIRUS. 
24 MR. WENGER: MAYBE SOME OF THE OTHER PANELISTS 
25 HAVE SOME STATISTICS ON THAT. THERE IS A DIFFERENCE 
1600 EAST FOURTH STREET, SUITE 220 
SANTA ANA, CALIFORNIA 92701 
..krrzct.ferrt" 
rej3or.fil}q rtervzce 
1 BE~EN THE . I V. INFECTED APPL CANT THE ONE 
2 MIGHT HAVE HEART DISEASE I PROBAB THE LENGTH OF THE 
3 PERIOD OF TIME THEY PAY PREMIUMS. THE ONE WITH HEART 
4 DISEASE MIGHT PAY A LOT MORE PREM UMS ER A 
5 PERIOD OF TIME THAN ONE WHO IS INFECTED. AND THEN YOU'RE 
6 LOOKING AT A 5 TO 7.8 YEAR PERIOD OF TIME BEFORE 
7 CONVERS ON. 
8 SENATOR WATSON: WELL, IT CERTA N IS FAR MORE 
9 COSTLY IF THAT PERSON THEN HAS A BYPASS OR PACEMAKER, 
10 YES, BUT CONSTANTLY UNDER MEDICAL CARE VERSUS THE PERSON 
11 WHO TESTS POSITIVE ON AT-CELL TEST AND REMAINS HEALTHY 
12 FOR ANY NUMBER OF YEARS BUT HAS BEEN EXCLUDED BECAUSE THE 
13 TEST SAYS THAT PERSON IS POSITIVE. 
14 MR. MATHEWS: SENATOR, IF I MAY, THE ASSUMPTION 
15 THAT YOU CAME INTO THE QUESTION WITH WAS THAT THE PERSON 
16 CAN BE POSITIVE FOR THE H. I .V. VIRUS AND HEALTHY. AND 
7 BASED ON THE INSTITUTE OF MEDICINE AND THE NATIONAL 
8 ACADEMY OF SCIENCES IN THEIR UPDATE 8 FOR CONFRONT NG 
19 A .. D.S., THEY SAY THE ANSWER TO QUESTION S NO. 
0 A PERSON WHO S NFECTED WITH H .. V. IS NOT 
A EALTHY PERSON. A PERSON WHO S ECTED TH H. I .V. 
22 AND IS SEROPOSITIVE IS INFECTED VIRUS, SUCH THAT 
23 THEY HAVE SAID THAT CLINICALLY IT'S MORE ACCURATE TO 
4 DESCRIBE H. I .. INFECTION AS A 
25 ASSOCIATED WITH IMMUNE DYSFUNCTION. 
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1 THEY SAY THAT -- THE COMMITTEE BELIEVES THAT 
2 THE TERM A.R.C. IS NO LONGER A USEFUL TERM EITHER FROM A 
3 CLINICAL OR PUBLIC HEALTH PERSPECTIVE AND THE H. I .V. 
4 INFECTION ITSELF SHOULD BE CONSIDERED A DISEASE. 
5 SENATOR WATSON: YES, BUT A.R.C. IS STILL 
6 RECOGNIZED IN THE MEDICAL WORLD AS WELL AS A. I .D.S. WE 
7 TALK ABOUT THE TWO DIFFERENT SEGMENTS AS A PERIOD OF TIME 
8 OR CONDITIONS. THIS IS ONE COMMITTEE WHO'S SAYING WE 
9 OUGHT TO SEE A.R.C. AS A TERM THAT IS IRRELEVANT OR 
10 OUTMODED, BUT WE'RE STILL USING A.R.C. AS A DIAGNOSIS, 
11 ARE WE NOT? 
12 DR. TORRE: YES. I COULD SPEAK TO THAT. THE 
13 GENERALLY ACCEPTED STATISTICS, AND I'M SORRY DR. 
14 SILVERMAN ISN'T HERE TO BACK ME UP, IS THAT 10 PERCENT OF 
15 A.R.C. PATIENTS DO EACH YEAR PROGRESS TO FULL-BLOWN 
16 A. I .D.S. AND, YES, INDEED, THE FULL SPECTRUM OF A. I .D.S. 
17 FROM TIME OF INFECTION TO DEATH IS A SPECTRUM AND IT 
18 STARTS OUT WITH THE H. I .V. INFECTION, PROGRESSES TO THE 
19 INFECTION KNOWN AS A. I .D.S. WHICH THEN LENDS ITSELF TO 
20 INFECTION BY WHAT WE CALL OPPORTUNISTIC --
21 SENATOR WATSON: WHAT'S THE AVERAGE TIME, 
22 DR. TORRE? 
23 DR. TORRE: HOWEVER, THE AVERAGE TIME FROM SERO 
24 CONVERSION TO THE EXPRESSION OF A. I .D.S. IS TWO TO TEN 
25 YEARS. AND YOU HAVE TO UNDERSTAND THAT THE ORIGINAL 
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CASES ~RE DESCRIBED IN 1981. AND AS~ GET FURTHER OUT 
2 ~ BEGIN TO SEE THAT T MAY BE POSSIBLE TO BE INFECTED IN 
3 19 1 OR PRIOR, SINCE THEY DO STILL HAVE SAMPLES OF BLOOD 
4 FROM THE 70'S N SAN FRANC SCO, AND F OUT THAT PEOP 
5 EVEN IN '78 HAD TESTED POSIT VE 
6 BUT THEY'VE HAD THAT COHORT THAT THEY'VE 
7 BEEN ABLE TO STUDY. AND AGAIN, I'M SUR DR. S LVERMAN 
8 COULD HAVE DONE A BETTER A JOB IN EXPLAINING IT, BUT THE 
9 FURTHER OUT~ GET FROM 1981 OR 1978, THE MORE ~ 
0 UNDERSTAND THAT THIS CAN lAY DORMANT OR LATENT FOR THAT 
1 1 NUMBER OF YEARS AND INDEED, WHETHER YOU WANT TO SAY A 
12 PERSON'S HEALTHY OR NOT, I DON'T KNOW THAT IT'S CRITICAL. 
13 THE PERSON CAN APPEAR TO BE PERFECTLY HEALTHY. THEIR 
4 IMMUNE SYSTEM CAN BE PERFECTLY INTACT. 
5 SENATOR WATSON: BUT SEE, THEY CAN BE PAYING THEIR 
16 INSURANCE PREMIUMS. 
17 DR. TORRE: I'M NOT DISAGREE NG WITH YOU All, 
1 MADAM CHAIRMAN. 'M AGREEING WITH HOWEVER, THERE 
9 ARE PEOPLE WHO DO BECOME POSI VE E W TH N T\NO 
2 YEARS. THIS IS --WE DON'T KNOW 
SENATOR WATSON: YOU SA D PERCENT OF THEM. 
22 DR. TORRE: 10 PERCENT OF PEOPLE WITH A.R.C. --
23 SENATOR WATSON: BECOME --
24 DR. TORRE: BECOME POSI IVE EACH YEAR FOR 





1 SENATOR WATSON: RIGHT. SO 90 PERCENT --
2 DR. TORRE: BUT SOME PEOPLE YOU DON'T PROGRESS 
3 FROM H. I .V. TO A.R.C. TO A. I .D.S. SOME PEOPLE AFTER A 
4 BLOOD TRANSFUSION DEVELOP A. I .D.S. AND DIE WITHIN A 
5 PERIOD OF MONTHS. SOME PEOPLE DON'T DEVELOP THE 
6 EXPRESSION OF THE FULL-BLOWN A. I .D.S. UNTIL TWO TO TEN 
1 YEARS AFTER. 
8 THE FIRST SEVERAL YEARS WE WERE DEALING WITH 
9 A. I .D.S., THEY SAID YOU BECAME POSITIVE WITHIN THREE OR 
10 FOUR YEARS. AND THEN THERE WERE SOME, AFTER THEY LOOKED 
11 AT IT, THERE WERE PEOPLE OUT THERE SEVEN YEARS. AND NOW 
12 WE HAVE PEOPLE OUT THERE TEN YEARS -- BECAUSE THEY HAVE 
13 GONE BACK TO THE SAMPLES OF BlOOD IN SAN FRANCISCO THAT 
14 WERE THEN TESTED, AND THE PEOPLE HAVE THEN BECOME 
15 POSITIVE SINCE 1978. 
16 AND THERE IS THE ISOLATED CASE OF THE BOY, I 
17 THINK IN ST. LOUIS, WHO WAS 13, 14, 15 OR 16 IN 1960 WHO 
18 WOULD HAVE BEEN DIAGNOSED AS A. I .D.S. TODAY. SO THERE 
19 ARE ALL THESE TYPES OF THINGS OUT THERE. BUT THE MOST 
20 RECENT INFORMATION THAT I HAVE SAY IT IS TWO TO TEN 
21 YEARS. 
22 NOW THAT IS A BIG HIATUS, TWO TO TEN YEARS. 
23 I MEAN IT REALLY DOESN'T TELL US ANYTHING. THE AVERAGE 
24 IS SOMEWHERE FIVE TO SEVEN. THAT WOULD BE GOOD IF YOU 
25 WERE TO TAKE TWO TO TEN AND JUST BACK OFF AND SAY, 
1600 EAST FOURTH STREET, SUITE 220 
SANTA ANA, CALIFORNIA 92701 
Sarrzctferct~ 
repor.finq ctervzce 
1 "V\IHERE'S YOUR MEDIAN, V\IHERE'S YOUR AVERAGE?" IT HAS TO 
2 BE BETWEEN FIVE AND SEVEN. SO I THINK AT BEST IT'S AN 
3 ESTIMATE OR GUESSTIMATE FOR THAT MATTER. BUT T WOULD BE 
4 VERY HARD TO SAY HOW LONG A PERSON WOULD BE PAY NG 
5 PREMIUMS BEFORE HE BECAME Ill. 
6 MR. SADLER: lET ME JUST REAl BRIEFLY ADDRESS 
7 THAT. EVEN IF YOU USE THE lOW END OF THE 
8 ESTIMATES WITH THE MANAGED CARE, THE 35,000 NUMBER, AND 
9 EVEN IF IT TOOK SEVEN YEARS TO DEVELOP THE DISEASE AND 
10 THEN INCUR THOSE COSTS OVER THE NEXT TWO OR THREE YEARS, 
11 THAT'S, SAY, $35,000 OVER TEN YEARS THEN, DIVIDED BY TEN 
12 IS $3,500 A YEAR, THAT IS 
13 SENATOR WATSON: BUT THAT'S THE --
14 MR. SADLER: DRAMATICALLY MORE THAN THE 
15 STANDARD PREMIUM WOULD BE FOR A MEDICAL POLICY. NOW 
16 YOU'RE TALKING 3 TO $500 A MONTH, WHICH IS DRAMATICALLY 
7 MORE THAN A STANDARD HEALTHY NDIV DUAl WOULD HAVE TO 
18 PAY. 
19 SENATOR WATSON: WHY DOES THE IC 
20 TESTING, H. I .V. POSITIVE TEST PERSON BE TREATED JUST 
1 LIKE A PERSON WITH FULL-BLOWN A ... S.? 
22 MR. SADLER: I'M SORRY? 
23 SENATOR WATSON: IF A PERSON IS ASYMPTOMATIC OR 
24 H. I .V. POSITIVE, WHY ARE THEY TREATED UNDER YOUR TESTING 
25 AS A PERSON WITH FULL-BLOWN A .. D.S.? 
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1 MR. SADLER: FOR THE REASON I JUST MENTIONED. 
2 CERTAINLY THE PROJECTED COSTS ON SOMEONE JUST DIAGNOSED 
3 AS HAVING A. I .D.S. IS SIGNIFICANTLY HIGHER THAN THE 
4 PERSON WHO'S ASYMPTOMATIC AND IS H. I .V. POSITIVE. BUT 
5 WHAT I SAID EARLIER, EVEN IF YOU HAVE THAT GROUP OF 
6 H. I .V. POSITIVE ONLY, ASYMPTOMATIC INDIVIDUALS, THE 
1 PROJECTED COSTS EVEN AT THE LOW END OF THE SPECTRUM IS 
8 FIVE TIMES AS HIGH AS THOSE FOR A STANDARD NON-H. I .V. 
9 POSITIVE --
10 SENATOR WATSON: IT BECOMES A NUMBERS GAME. WE 
11 TALK ABOUT LOOKING AT MANAGING AND LOOKING AT EACH CASE 
12 INDIVIDUALLY. I'M TRYING TO SOMEWAY FERRET OUT HOW WE 
13 COULD STRUCTURE THIS SO PEOPLE COULD PAY HEALTH INSURANCE 
14 AND GET CARE WHEN NEEDED. SOME OF THEM WILL BE WALKING 
15 AROUND, 90 PERCENT, AFTER THE FIRST YEAR WITHOUT ANY 
1 6 SYMPTOMS . 
17 BUT SOMEWHERE BETWEEN FIVE TO TEN OR ONE TO 
18 TEN, THERE WOULD BE SYMPTOMS DEVELOPING. BUT WHILE 
19 THEY'RE WALKING AROUND LIKE ANYONE ELSE, THEY'RE PAYING 
20 THOSE PREMIUMS. THAT MONEY GOES INTO THE POOL. 
21 MR. SADLER: THAT'S WHY I SUPPORT THE RISK POOL. 
22 THAT'S THE WAY YOU CAN FUND FOR THAT. THE ONLY POINT 
23 WAS TRYING TO MAKE IS THAT THE TOTAL CONTRIBUTION FOR 
24 THAT RISK POOL IS GOING TO HAVE TO BE THREE TO TEN TIMES 
25 HIGHER THAN WHAT A STANDARD, HEALTHY, NON-H. I .V. PERSON 
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PAY FOR !NSURANCE. NOW WHERE YOU GET THE MONEY, 
2 AGAIN, IS ANOTHER QUESTION. JUST MAKE THAT SIMPLE 
3 MATHEMATICAl COMMENT. 
4 SENATOR WATSON: DID YOU WANT TO FINISH UP YOUR 
5 PRESENTATION? 
6 MR. WENGER: I'M THROUGH. 
1 SENATOR WATSON: OKAY. DID YOU HAVE A ION? 
8 SENATOR ROSENTHAl: WHAT HE'S SAYING IS THAT EVEN 
9 IF EACH ONE, AS I UNDERSTAND IT, EVEN IF A HUNDRED 
10 PERCENT liVED TEN YEARS, THEY WOULD NOT HAVE PAID IN 
11 PREMIUMS lARGE ENOUGH TO HAVE PAID FOR THE COST OF THE 
12 HUNDRED PERCENT. 
13 MR. SADLER: THAT'S RIGHT. 
1 SENATOR WATSON: WELL. NO ONE REAllY DOES. 
15 MR. SADLER: IT'S GOT TO COME 
16 SENATOR WATSON: IT'S THE POOL 
1 7 MR. SADLER: THE TOTAL POOL --
18 SENATOR WATSON: NO. THE IDEA OF NSURANCE IS 
9 THAT EVERYBODY PAYS, THE HEALTHY, TOO, AND IF SOMEBODY 
20 DIES A NATURAL DEATH AND NEVER HAS TO USE THEIR 




HAD A NICKEL POLICY FOR MANY YEARS. YOU 
WOULD PAY THE COST IF I HAD A HEART ATTACK AND HAD 
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1 BUT THE IDEA IS YOU'VE GOT HUNDREDS AND THOUSANDS AND 
2 MilLIONS BEING PAID INTO THAT POOL. 
3 SENATOR ROSENTHAL: BUT, SEE, THE THING YOU ARE 
4 MISSING IS THAT IF A HUNDRED PERCENT WERE GOING TO DIE IN 
5 TEN YEARS IN ANY POOL, YOU WOULDN'T BE ABLE TO AFFORD 
6 INSURANCE AT ALL, PERIOD. 
7 MR. SADLER: THAT'S RIGHT. 
8 SENATOR WATSON: BUT WE WERE TAlKING ABOUT --WHAT 
9 WE WERE DEBATING ABOUT IS WHILE A PERSON IS STILL 
10 ASYMPTOMATIC, WHY COULD NOT THEY GET COVERAGE AS LONG AS 
11 THEY PAID IN? AND THEN WHEN THE FULL-BLOWN CASE OF 
12 A. I .D.S. APPEARED, THEN THAT WOULDN'T BE COVERED. SEE, 
13 BECAUSE THEY'RE NOT REALLY REQUIRING THAT MUCH ADDITIONAL 
14 MEDICAL CARE. 
15 SENATOR ROSENTHAL: BUT EVERYBODY IN THAT POOL OF 
16 400 OR WHATEVER THE NUMBER IS, EVERYBODY IS GOING TO BE 
17 DEAD IN TEN YEARS. 
18 SENATOR WATSON: BUT EVERYBODY IS GOING TO BE 
19 PAYING IN UNTIL THEY DIE. 
20 SENATOR ROSENTHAL: WAIT A MINUTE. BUT THE TOTAL 
21 AMOUNT PAID IN TEN YEARS WOULD NOT PAY FOR THE COST OF 
22 TAKING CARE OF THOSE 400 PEOPLE WHEN THEY DIED. 
23 SENATOR WATSON: BUT YOU ARE MISSING MY POINT. MY 
24 POINT WAS -- LISTEN, MY POINT WAS, IF WE TALK ABOUT 
25 A.R.C. AND WE TALK ABOUT A. I .D.S., AND YOU NEED TO 
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1 CLARIFY THIS FOR ME, DR. TORRE, THERE SA POINT AT WHICH 
2 A.R.C. TURNS INTO A .. D.S. T'S AT THAT POINT THAT 
3 YOU'RE TALKING ABOUT. 'M TALKING ABOUT BEFORE THAT 
4 POl NT. 
5 DR. TORRE: I UNDERSTAND WHAT YOU'RE SAYING, BUT 
6 THERE IS A POINT -- THE PEOPLE IN A RISK POOL ARE NOT All 
7 SIMILAR. THEY'RE NOT ALL GOING TO DIE IN TEN YEARS. 
8 BECAUSE THE PEOPLE WITH YOUR NICKEL POLICY ARE ALL NOT 
9 GOING TO DIE IN TEN YEARS. 
10 WHAT WE'RE TALKING ABOUT -- THE PEOPLE WITH 
11 THE NICKEL POLICY ARE All GOING TO DIE IN TEN YEARS, SO 
12 THERE'S NO WAY THAT THE PREMIUMS, TO USE YOUR EXAMPLE, 
13 COULD BE COVERED -- COVER THE EXPENSE OF THE ILLNESS. IF 
14 YOU HAVE A GREATER RISK POOL SO THAT AS THEY MENTIONED 
15 EARLIER, MAYBE THEY CAN AFFORD TO HANDLE ONE CASE IN A 
16 GREATER RISK POOL. 
7 BUT WHEN YOU POOL A HUNDRED PERCENT 
18 PEOPLE THAT ARE GOING TO DIE IN TEN YEARS, THERE IS NO 
19 WAY YOU CAN COLLECT. IF THE MONEY FROM THOSE 200 PEOPLE 
S GOING TO PAY OFF THEIR llNESS OR 400 PEOPLE PAYING 
OFF THE COST OF THEIR ILLNESS, THERE IS NO POSSIBLE WAY 
22 TO COLLECT THE PREMIUMS, IF THESE 400 PEOPLE ARE 
23 SEPARATE. THAT'S WHAT 
24 SENATOR WATSON: YOU MENTIONED TO ME THERE WERE 
25 INSURANCE COMPANIES THAT DO COVER A. I .D.S. AND YOU 
krrz~kr~/ 
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1 MENTIONED TO ME THAT GROUPS DO. 
2 DR. TORRE: DIDN'T. I'M SORRY, MR. GREG DID. 
3 GREG SADLER. 
4 SENATOR WATSON: WELL, "YOU" COLLECTIVELY. WHO 
5 DID? 
6 MR. MATHEWS: SENATOR, WERE YOU REFERRING TO A 
7 POLICY THAT EXCLUDED A. I .D.S.? 
8 SENATOR WATSON: NO. I'M REFERRING TO A POLICY 
9 THAT INCLUDES A. I .D.S. 
10 MR. MATHEWS: WELL, ANY PERSON THAT IS COVERED BY 
11 AN INSURANCE POLICY THAT DEVELOPS A. I .D.S. AFTER THEY'VE 
12 PURCHASED THE POLICY, ANY CLAIM WILL BE COVERED. 
13 SENATOR WATSON: WELL, HOW DO THEY DO IT? 
14 MR. MATHEWS: WE'RE TALKING ABOUT -- THERE'S A 
15 DIFFERENCE BETWEEN HEALTHY PEOPLE BUYING INSURANCE AND 
16 SICK PEOPLE BUYING INSURANCE. AND WHEN A HEALTHY PERSON 
17 BUYS INSURANCE AND HAS AN ILLNESS OR INJURY OR WHATEVER 
18 THE CAUSE MAY BE, IF IT'S A COVERED ILLNESS OR INJURY, 
19 THE CLAIM WILL BE PAID. IF IT IS A SICK INDIVIDUAL WHO 
20 APPLIES FOR INSURANCE, THAT'S WHEN MEDICAL UNDERWRITING 
21 TAKES PLACE. AND THAT WAS THE PREMISE BEHIND, I THINK, 
22 THE QUESTION. 
23 SENATOR WATSON: WELL, LET'S SEE. THERE ARE SOME 
24 OTHER PEOPLE THAT I UNDERSTAND ARE READY TO TESTIFY, TOO, 
25 AND MAYBE WE SHOULD HAVE THEM COME UP BECAUSE MAYBE THEY 
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1 CAN ADDRESS THIS QUESTION. 
2 THANK YOU VERY MUCH. I APPRECIATE YOUR 
3 INPUT. 
4 AND LET ME CAll BRENT NANCE, CONCERNED 
5 INSURANCE PROFESSIONALS FOR HUMAN RIGHTS. AlSO SUSAN 
6 HABER, CAliFORNIA ASSOCIATION OF PUBliC HOSPITAlS. 
7 SENATOR WATSON: NUMBER 7, 'M SORRY. I GOT 
8 YOU -- IS SAM CUNNINGHAM HERE? 
9 MR. CUNNINGHAM: YES. 
10 SENATOR WATSON: DON'T GO BACK. DON'T GO BACK. 
11 WAIT A MINUTE. THE PEOPlE I JUST CALLED UP, YOU COUlD 
12 SIT IN THE FRONT ROW. 
13 SUSAN HABER, MARC GOlDBERG, JOHN MORTIMER, 
14 Bill ROBINSON, ABBE lAND AND MARYANN O'SUll VAN. IF YOU 
15 CAN COME IN THE FRONT ROW, THEN WE CAN EXPEDITE YOUR 
16 COMING UP. 
17 SENATOR WATSON: E ME, MR. CUNNINGHAM, I DREW 
18 A liNE THROUGH YOUR NAME TRYING TO SEPARATE THE PROS FROM 
19 THE CONS. 
20 MR. CUNN NGHAM: HOPE TO BE PRO AND NOT A CON. 
2 F RST OF A l, MY NAME S SAM CUNN NGHAM, AND I AM 
22 REPRESENTING THE CAliFORNIA ASSOC ATION OF liFE 
23 UNDERWRITERS IN SUPPORT OF AB 2900. 
24 LET ME FIRST OF All IDENTIFY WHO I AM. I'M 
25 PAST PRESIDENT OF THAT ORGANIZATION. I'M A CHARTER liFE 
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1 UNDERWRITER. I AM A REGISTERED HEALTH UNDERWRITER AND 
2 ALSO A CHARTERED FINANCIAL CONSULTANT. 
3 THE COMPANY I AM WITH IS CALLED ANDERSON & 
4 ANDERSON INSURANCE BROKERS. IT'S ABOUT THE FIFTH OR 
5 SIXTH LARGEST INSURANCE BROKERAGE OPERATION INDEPENDENTLY 
6 OWNED IN THE STATE OF CALIFORNIA AND IS HEADQUARTERED IN 
1 ORANGE COUNTY. 
8 HEAD UP THEIR EMPLOYEE BENEFITS DIVISION 
9 AND WRITE MAINLY GROUP HEALTH OR ANY GROUPS FROM DOWN TO 
10 1 TO UP TO 700 EMPLOYEES. AND I CURRENTLY HAVE OVER 100 
11 GROUPS ON THE BOOKS AT THIS PARTICULAR TIME. 
12 FIRST OF All, I WANT TO THANK YOU FOR BEING 
13 ABLE TO COME HERE AND TESTIFY ON BEHALF OF THE 11,500 
14 MEMBERS WHO ARE LIFE AND HEALTH AGENTS IN THE STATE. 
15 AS AGENTS, WE'RE THE ONES IN THE TRENCHES 
16 LOOKING FOR LIFE AND HEALTH COVERAGE FOR INDIVIDUALS AND 
17 GROUPS. OUR MOTIVATION IS TO FIND COVERAGE FOR ALL 
18 PEOPLE AT AN AFFORDABLE COST. AS AGENTS, WE'RE NOT 
19 LICENSED TO MAKE FINAL DECISIONS FOR ACCEPTANCE OF RISK. 
20 THAT IS UP TO THE COMPANIES WITH WHOM WE WORK. 
21 I CANNOT ANSWER SOME OF THE QUESTIONS POSED, 
22 SUCH AS THE EFFECTS OF EXPERIENCE FOR H. I .V. INFECTED 
23 INDIVIDUALS AND COSTS OF CLAIMS, OR H. I.V. POSITIVE BUT 
24 ASYMPTOMATIC PERSONS AND COMPELLING ARGUMENTS FOR 
25 EXCLUDING THEIR COVERAGE, OR THE T-CELL TEST FOR 
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1 DETERMINING INSURABILITY. 
2 I'VE SEEN ESTIMATES AS HIGH AS 20 PERCENT OF 
3 THOSE WHO TEST POSITIVE. OUT OF 1 ,000, 200 CAN BE 
4 EXPECTED TO DIE WITHIN TWO YEARS. THIS I UNDERSTAND IS 
5 ABOUT 30 TIMES THE MORTALITY AVERAGE. THIS ARE JUST 
6 FIGURES I HAVE READ. 
7 WHILE THE ABOVE IS HORRIFYING STATISTICS FOR 
8 A DREAD DISEASE, WE FEEL THAT IF INSURANCE COMPANIES 
9 CANNOT TEST FOR SPECIFIC CONDITIONS AND PINPOINT MEDICAl 
10 PROBLEMS FOR All MEDICAl CONDITIONS, THAT IT Will CAUSE 
11 THEM TO BE MORE CONSERVATIVE WITH REGARD TO INSURING 
12 HEALTHY INDIVIDUALS. IF TESTS ARE NOT CONCLUSIVE, THEY 
13 Will HAVE AN EFFECT OF LESSENING COMPETITION BY NOT 
14 ACCEPTING RISK WHERE THEY OTHERWISE WOULD. 
15 THE HEALTH INSURANCE ATMOSPHERE AT THIS 
16 POINT IS THAT OF DRAMATICAllY INCREASING MEDICAl COSTS 
17 AND PREMIUMS. WE AS AGENTS ARE EXPERIENCING AN 
18 ENVIRONMENT WHERE IF YOU ARE NOT IN EXCELLENT HEALTH, 
19 FREE OF MEDICAl CONDITIONS, IT IS MOST DIFFICULT TO GET 
20 HEALTH INSURANCE. AND IF YOU HAVE HEALTH INSURANCE IN 
FORCE, THE TREND IN CALIFORNIA IS REPORTED TO BE AT A 24 
22 PERCENT INFLATIONARY SPIRALING IN 1988. 
23 ACCEPTANCE OR REJECTION OF RISK IS BASED 
24 UPON HEALTHINESS IN GENERAL, NOT A. I .D.S. SPECIFICAllY. 
25 IF INSURERS FIND THAT THEY ARE TAKING ON A PROBABLE 
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1 CLAIM, IT'S LIKE BUYING FIRE INSURANCE FOR YOUR BURNING 
2 HOUSE. THEY ~RE NOT WILLING TO DO SO IN THE CURRENT 
3 MEDICAL COST ENVIRONMENT. TODAY WE FIND LESSENING 
4 AVAILABILITY OF INSURANCE CARRIERS TO MARKET TO THE 
5 PUBLIC THAN~ DID EVEN ONE YEAR AGO. 
6 MANY COMPANIES ARE LOSING MONEY IN THIS LINE 
7 OF COVERAGE AND LEAVING THE MARKETPLACE BY SELLING THE 
8 BOOKS OF MEDICAL BUSINESS OR NOT RENEWING AT ANNIVERSARY. 
9 IF~ DO NOT PERMIT UNDERWRITING FOR ANY AND All 
10 CONDITIONS, ~WILL FURTHER ENHANCE THIS CONTRACTION IN 
11 THE HEALTH AND LIFE PROVIDER MARKETPLACE. 
12 ~ AS AN ASSOCIATION ARE GENERALLY FAVORABLE 
13 TO RISK POOLING FOR UNINSURABLE$. ~ FEEL STRONGLY THAT 
14 THE MEDICALLY INDIGENT SHOULD BE PROVIDED FOR. VARYING 
15 FORMS OF RISK POOLING HAS BEEN ADOPTED IN OVER 50 PERCENT 
16 OF THE STATES IN THIS COUNTRY. WE FEEL THAT IS AN IDEA 
17 THAT SHOULD BE SERIOUSLY EXPLORED FOR ADOPTION IN 
18 CALIFORNIA AND WOULD GLADLY PARTICIPATE AND WORK WITH 
19 ~OMEVER TO PROVIDE INSIGHT AND RESEARCH IN THE CONCEPT 
20 OF POSSIBLE LEGISLATION. 
21 IN THE PAST WE HAVE WORKED WITH AND BEEN 
22 RELATIVELY SUPPORTIVE -- RELATIVELY SUPPORTED. ~'VE 
23 BEEN SUPPORTIVE OF THE AB 600 POSED BY ASSEMBLYMAN MAC 
24 ALLISTER AND ALSO THE PRESENT AB 600 AS ~ll AS SB 6. ~ 
25 GOT A GREAT DEAL OF INPUT PUT INTO THAT. AGAIN, THE 
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1 ABILITY TO TEST AND PROPERLY UNDERWRITE RISKS IS INHERENT 
2 IN OUR SYSTEM OF FAIR AND EQU TABLE PRICING AND ENSURES 
3 ACCEPTANCE. 
4 TO NOT PERMIT THE MOST ACCURATE OF TESTING 
5 AVAILABLE FOR ANY CONDITIONS WITH SUCH PROFOUND 
6 CONSEQUENCES AS A. I.D.S. WOULD FLY IN THE FACE OF SERVING 
7 THE PUBLIC IN GENERAL AND SPECIFICALLY THOSE WHO ARE 
8 ALREADY INSURED. 
9 I WANT TO THANK YOU FOR PERMITTING ME TO 
10 MAKE THIS STATEMENT. 
1 1 SENATOR WATSON: ARE THERE QUESTIONS? 
12 MS. UITTI: I'D LIKE TO ASK THE SAME QUESTION IF I 
13 MIGHT THAT I ASKED THE OTHER PANEL AND THAT WAS FOR 
14 HEALTH INSURANCE, IF YOU CAN ANSWER THE QUESTION FOR 
15 HEALTH. 
16 IF 2900 WERE PASSED FOR HEALTH INSURANCE, 
17 WHAT PROPORTION OR NUMBER OF PEOPLE WOULD YOU TEST? 
18 WOULD YOU TEST EVERYBODY OR JUST THOSE IN SPECIFIC 
19 CATEGORIES OR --
20 MR. CUNNINGHAM: WE ARE AGENTS AND BROKERS. WE 
21 DON'T DO THE TESTING. WE DON'T MAKE THE DECISIONS AS FAR 
22 AS TESTING. I CAN TELL YOU RIGHT NOW, THAT BASIC 
23 ACCEPTANCE OR REJECTION OF AN INSURED OR GROUP OF 
24 INSUREDS IS BASED ON PAST MEDICAL HISTORY. 
25 I DO NOT FIND THAT TESTING RIGHT NOW ON MY 
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1 AVERAGE GROUP CASE, OR EVEN INDIVIDUALS, IS BEING DONE AT 
2 THIS PARTICULAR JUNCTURE. SO I REAllY COULDN'T GIVE YOU 
3 STATISTICS AT THIS PARTICULAR POINT. 
4 MS. UITTI: IS YOUR OVERAll FEELING, BEING A 
5 PROFESSIONAl IN THE INSURANCE INDUSTRY, THAT NOT 
6 EVERYBODY WOULD BE TESTED? 
7 MR. CUNNINGHAM: MY FEELING IS THAT IF THIS CAME 
8 TO BE, WHICH IN A LOT OF CASES I THINK W£'RE TALKING 
9 PERSPECTIVELY, BECAUSE IN MANY, MANY CASES -- I THINK 
10 MR. W£NGER TESTIFIED EARLIER THIS IS ONLY BEING DONE 
11 BY VERY FBN COMPANIES, WHERE THIS IS ACTUALLY BEING 
12 TESTED FOR INDIVIDUAL HEALTH PLANS. 
13 I THINK IF IT FINALLY CAME DOWN TO IT, 
14 THINK WHAT WOULD HAPPEN IS IF THEY SAW SOMETHING IN THE 
15 HEALTH HISTORY OF A GENERAl NATURE WHERE THE TESTING 
16 WOULD GIVE THEM A BETTER CRITERIA FOR EVALUATION, I THINK 
17 THEY WOULD DO IT. AT THAT TIME THEY WOULD DO IT. AND I 
18 DON'T KNOW IF THIS ANSWERS YOUR QUESTION OR NOT, BUT IT'S 
19 ONLY A FEELING THAT I HAVE PERSONALLY. 
20 MR. BIANCO: MR. CUNNINGHAM, I'D liKE YOU TO 
21 PERHAPS COMMENT A LITTLE BIT ON YOUR PERSONAL EXPERIENCE 
22 IN THE INDUSTRY AS A BROKER AS IT RELATES TO HEALTH 
23 COVERAGE. 
24 HAVE YOU EXPERIENCED, OVER THE LAST FJVE 
25 YEARS, A SITUATION WHERE SOME OF YOUR CLIENTS WHO 
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1 CURRENTLY HAVE HEALTH COVERAGE WITH A PARTICULAR CARRIER 
2 OR HEALTH PLAN HAVE THEIR RATES GO UP ON A CONTINUAL 
3 BASIS TO WHERE IT IS DIFFICULT FOR THEM TO AFFORD THOSE 
4 PREMIUMS AND, AT THE SAME TIME, BECAUSE OF THEIR CURRENT 
5 HEALTH CONDITION, IT MAY BE DIFFICULT FOR YOU TO FIND 
6 ANOTHER REPLACEMENT HEALTH CARE CONTRACT FOR THEM? 
7 MR. CUNNINGHAM: MR. BIANCO. I THINK IN EACH AND 
8 EVERY AGENT BROKER'S BOOK OF BUSINESS THEY'RE 
9 EXPERIENCING SOMETHING UNIVERSAL. AND THAT IS THE COST 
10 OF MEDICAL PREMIUMS ARE GOING UP AT SUBSTANTIAL RATES. 
11 WHAT THIS IS CAUSING US TO DO IS BE A LOT 
12 MORE CREATIVE IN ENLARGING DEDUCTIBLES, LOOKING FOR OTHER 
13 LINES OF COVERAGE OF HEALTH MAINTENANCE ORGANIZATIONS. 
14 ~'RE BEING --WE'RE STRUGGLING RIGHT NOW AS A GROUP TO 
15 FIND COVERAGE AND KEEP COSTS IN LINE. 
16 NUMBER TWO, THE SECOND PART OF YOUR 
17 STION, DO I NOW FIND THAT IT'S DIFFICULT FOR THEM TO 
18 GET COVERAGE ELSEWHERE? I WOULD SAY IF THEY ~RE IN A 
19 SMALL GROUP, 10 TO 15 EMPLOYEES, AND THEY HAVE A HEALTH 
20 CONDITION, GENERALLY SPEAKING. I HAVE TO WORK WITH THE 
2 IN-FORCE CARRIER TO TRY TO KEEP RATES IN LINE. SOMETIMES 
22 I DO THAT BY MODIFYING BENEFITS AND SOMETIMES THEY JUST 
23 HAVE TO ACCEPT THE RATE INCREASE. THIS IS VERY MUCH IN 
24 THE MINORITY, BUT WE DO HAVE THIS. 
25 MR. BIANCO: DO YOU FIND IN THE YEARS YOU'VE BEEN 
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1 IN BUSINESS THAT THERE'S LESS NDIVIDUAL HEALTH COVERAGE 
2 SOLD IN CALIFORNIA THAN GROUP COVERAGE? 
3 MR. CUNNINGHAM: REALLY CAN'T COMMENT TO THAT. 
4 I CAN ONLY COMMENT TO THE DEGREE OF THE TYPE OF BUSINESS 
5 I'VE BEEN DOING. AND THAT DEFINITELY HAS NOT GONE DOWN. 
6 ~ HAVE AN ASSOCIATE WHO WORKS IN THE INDIVIDUAL MEDICAL 
7 FIELD, AND I FIND THAT THERE ARE SOME CARRIERS OUT THERE 
8 THAT Will WRITE SINGLE INDIVIDUALS BY THEMSELVES, OR Will 
9 WRITE PERSONS AS ONE GROUP. 
10 I Will SAY THAT THERE IS A GENERAL 
11 CONTRACTION IN THE INDUSTRY, MEANING THAT THERE ARE LESS 
12 CARRIERS OUT THERE. AS I STATED N MY PRESENTATION, 
13 THERE'S LESS CARRIERS OUT THERE WRITING THIS BOOK OF 
14 BUSINESS BECAUSE OF THE LACK OF PROFITABILITY. SO THIS 
15 IS A GENERAL STATEMENT THAT I WILL MAKE. SO FAR~ HAVE 
16 ALWAYS FOUND THAT WE'VE BEEN ABLE TO FIND CARRIERS TO 
17 COME IN AND DO THE JOB FOR US. 
18 MR. BIANCO: YOUR ORGANIZATION, CALIFORNIA 
19 ASSOCIATION OF LIFE UNDERWRITERS, AND I'M SURE 
20 YOURSELF PERHAPS YOU COULD COMMENT AS ~LL ON YOUR 
21 PERSONAL EXPERIENCE, HAVE BEEN VERY SUPPORTIVE OF EFFORTS 
22 TO TRY AND DEAL WITH A PHENOMENON CALLED MULTIPLE 
23 EMPLOYER TRUSTS THAT ARE OUTSIDE OF CALIFORNIA AND 
24 OUTSIDE OF CALIFORNIA'S JURISDICTION. 





1 JUST TO USE THE SYMBOLS, GROWING IN THE MARKETPlACE, 
2 STAYING BASICAllY THE SAME OR WHAT? 
3 MR. CUNNINGHAM: I BELIEVE THAT AS lONG AS~ HAVE 
4 SMAll EMPLOYERS IN THIS STATE, AND I THINK THE GREATEST 
5 AMOUNT OF OUR EMPLOYER RISKS ARE SMAll, I MEAN I'M 
6 TAlKING ABOUT 20 TO -- 15 TO 20 EMPLOYEES, THAT THERE 
7 Will BE IN SOME STATE OR FORM. 
8 OFTENTIMES YOU FIND THAT THERE IS A TURNOVER 
9 IN CARRIERS THAT ARE WilliNG TO UNDERWRITE THESE THINGS. 
10 OFTENTIMES YOU Will FIND THAT A TRUST PlAN Will FIND A 
11 NEW CARRIER. I'M GETTING AWAY FROM THE SUBJECT MATTER OF 
12 A. I .D.S. HERE A liTTlE BUT-- BUT I THINK, GENERAllY 
13 SPEAKING, M.E.T. 'S ARE HERE TO STAY UNLESS FOR SOME 
14 REASON THERE IS SOME REVOLUTION IN THE MEDICAl CARE 
15 INDUSTRY. 
16 MR. BIANCO: DO YOU FIND SINCE THEY'RE SELF 
17 INSURED, ANY MUlTIPlE EMPLOYER TRUST SITUSED OUTSIDE OF 
18 CALIFORNIA DOESN'T HAVE TO FOllOW CALIFORNIA lAW, 
19 INSURANCE CODE TO BE SPECIFIC, THAT -- FIRST OF All, WE 
20 HAVE TO TALK ABOUT THE GROUP SIDE BECAUSE YOU'RE ON THE 
21 GROUP SIDE. I APOLOGIZE FOR THAT. 
22 BUT AS IT RELATES TO GROUP COVERAGE, DO YOU 
23 HAVE AS PART OF YOUR BOOK OF BUSINESS M.E.T. 'S OUTSIDE OF 
24 CAliFORNIA? 
25 MR. CUNNINGHAM: YES, I DO. 
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1 MR. BIANCO: DO YOU FIND THAT THEY, AND I DON'T 
2 WANT ANY NAMES, I'M NOT LOOKING FOR THAT, JUST GENERAllY 
3 HAVE A TENDENCY NOT TO WANT TO FOLLOW SOME OF THE 
4 PROVISIONS OF CALIFORNIA'S LAW THAT ARE PROTECTIVE IN 
5 NATURE? 
6 MR. CUNNINGHAM: IN ANSWER TO THAT QUESTION, I 
7 THINK -- LET ME CLARIFY THE QUESTION A LITTLE BIT AND 
8 THEN I CAN ANSWER A LITTLE BIT BETTER, MR. BIANCO. WE'RE 
9 TALKING ABOUT TRUST PLANS THAT ARE SITUSED OUTSIDE OF THE 
10 STATE OF CALIFORNIA, AND I HAVE NOT BEEN DOING BUSINESS 
11 WITH SAL-FUNDED (PHONETIC) TRUST PLANS. I DO BUSINESS 
12 WITH FULLY INSURED TRUST PLANS 
13 MR. BIANCO: OKAY. 
14 MR. CUNNINGHAM: FIRST OF All. 
15 SECOND OF All, I HAVE FOUND THAT MOST OF THE 
16 CARRIERS, MOST OF THE CARRIERS BEING IN THE 90TH 
17 PERCENTILE, ARE MORE THAN WILLING TO FOllOW THE BASIC 
18 PRECEPTS OF CALIFORNIA LAW. I THINK IT'S THE VERY, VERY 
19 MINORITY THAT THERE IS A PROBLEM WHERE THEY ARE NOT 
20 FOLLOWING CALIFORNIA LAW. AND THAT'S WHERE, AS AN 
21 ASSOCIATION, WE HAVE ADVOCATED FUll DISCLOSURE WHERE THEY 
22 VARY FROM. 
23 I HOPE THAT ANSWERS THE QUESTION. 
24 MR. BIANCO: IT DOES. AND DO YOU FIND IN THE 
25 COVERAGE THAT THEY OFFER, HOW DOES THAT IMPACT THE AREA 
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1 OF A. I .D.S.? DO THEY EXCLUDE A. I .D.S. JUST FLAT OUT? DO 
2 THEY REQUIRE ANY TESTS, ET CETERA? HAVE YOU HAD ANY KIND 
3 OF EXPERIENCE IN THAT AREA? 
4 MR. CUNNINGHAM: YOU'RE GETTING INTO THE 
5 UNDERWRITING AREA. FIRST OF ALL, I DON'T KNOW OF ANY 
6 CARRIERS IN CALIFORNIA AT THIS POINT IN TIME. 
1 MR. BIANCO: NO, OUTSIDE; JUST OUTSIDE. 
8 MR. CUNNINGHAM: ANY CARRIERS AT THIS PARTICULAR 
9 POINT IN TIME WHO EXCLUDE A. I .D.S. SPECIFICALLY? 
10 ALWAYS HEAR RUMORS BUT HAVEN'T SEEN ANY OF THE CONTRACTS 
11 THAT SPECIFICALLY EXCLUDE THAT. THE SECOND PART OF YOUR 
12 QUESTION RELATED TO --WHAT WAS THAT? 
13 MR. BIANCO: I WAS ASKING ABOUT WHETHER THEY 
14 EXCLUDE A. I .D.S., HOW THEY HANDLE PAYMENTS. AND I'M 
15 TALKING NOW ABOUT THOSE M.E.T. 'S OUTSIDE OF CALIFORNIA 
16 NOT INSIDE. AND I KNOW YOU'RE TALKING ABOUT INSURED 
1 VERSUS NON-INSURED. 
18 MR. CUNNINGHAM: GENERALLY YOU HAVE TWO TYPES OF 
19 GROUP CONTRACTS. YOU HAVE THE TYPE THAT ARE M.E.T. 'S, 
2 WHICH THE M.E.T. MAY BE SITUSED OUTSIDE THE STATE OF 
21 CALIFORNIA. MOST OF THE PLANS I'M FINDING ARE FAIRLY 
22 STANDARD IN THE RULES OF UNDERWRITING. 
23 STANDARD BEING THAT THEY ASK APPROXIMATELY 
24 THE SAME QUESTIONS AND THAT IF SOMEBODY IS ON MEDICAL 
25 CLAIM ON A SMALL GROUP OR EVEN A MEDIUM-SIZED GROUP NOW, 
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1 THAT THEY ARE LESS TENDED TO ACCEPT THEM AS RISK, WHICH 
2 MEANS I PROBABLY HAVE TO LEAVE THEM WITH THE PRESENT 
3 CARRIER. 
4 SO IT'S ENCUMBENT ON THE AGENTS AND BROKERS 
5 IN CALIFORNIA TO MAKE SURE THAT YOU DOUBLE CHECK AND MAKE 
6 SURE THAT THAT TRUST PLAN, NUMBER ONE, IS SOLVENT AND, 
7 NUMBER TWO, THAT THE COMPANY IS BACKED WELL IN THE TRUST 
8 ITSELF. 
9 MR. BIANCO: IN THE WHOLE SOLUTION OF A. I .D.S. AND 
10 H. I .V. TESTING AND HEALTH INSURANCE, THAT WHOLE EQUATION, 
11 THAT SOLUTION, IF THE SOLUTION CONTAINED A PROVISION 
12 WHEREBY CALIFORNIA EXERCISED FULL EXTRATERRITORIALITY, 
13 THAT IT USES THE P~R OF THE STATE TO GO INTO OTHER 
14 STATES AND SAY, "WE DON'T CARE WHAT YOU SAY; YOU'LL DO X, 
15 Y, Z," HOW DO YOU FEEL ABOUT THAT PERSONALLY? I KNOW 
16 YOUR ORGANIZATION CAN'T RESPOND ON THAT. 
1 7 MR. CUNNINGHAM: WE HAVE BROACHED THIS, MR. 
18 BIANCO, OVER THE LAST COUPLE OF YEARS, AND WE FEEL IF YOU 
19 START MAKING INSURANCE COMPANIES LIVE UP TO EVERY LETTER 
20 OF THE LAW IN THE STATE OF CALIFORNIA, THAT WE COULD END 
21 UP HURTING COMPETITION. 
22 IN OTHER WORDS, IF AN EMPLOYER AND AN 
23 EMPLOYEE AND EVERYBODY ELSE WAS WILLING TO ACCEPT THE 
24 PRECEPTS OF THAT CONTRACT, THEN IT SHOULD BE ABLE TO BE 





1 IS WHERE IT IS NOT FULLY DISCLOSED, WHERE IT DOES VARY 
2 FROM CALIFORNIA LAW. 
3 MR. BIANCO: THANK YOU. 
4 SENATOR WATSON: ANY OTHER QUESTIONS? 
5 All RIGHT. THANK YOU VERY MUCH. WE 
6 APPRECIATE YOUR COMMENTS. LET'S HAVE THE OTHER PANEL 
1 COME UP AND TAKE THE CHAIRS AROUND THE TABLE. THEN WE'LL 
8 TAKE A BREAK IN ABOUT 15 MINUTES. 
9 SENATOR WATSON: WE Will START WITH MR. NANCE, 
10 PLEASE. 
1 1 MR. NANCE: THANK YOU, SENATOR WATSON, AND 
12 COMMITTEE MEMBERS, FOR ALLOWING ME TO BE HERE TODAY. 
13 AM BRENT NANCE. I AM PRESIDENT OF CONCERNED INSURANCE 
14 PROFESSIONALS FOR HUMAN RIGHTS. 
15 HAVE BEEN LICENSED TO SELL AND SERVICE 
16 LIFE INSURANCE AND HEALTH INSURANCE IN THIS STATE FOR THE 
1 LAST 18 YEARS. DURING THAT 18-YEAR TIME, I'VE BEEN 
i8 INVOLVED WITH DIRECT SALES, MANAGEMENT, TRAINING, 
19 EDUCATION AND MARKETING. AM NOW WORKING AS AN 
20 INSURANCE CASE MANAGER FOR THE A. I .D.S. PROJECT LOS 
2 ANGELES. 
22 THE ISSUE BEFORE THIS COMMITTEE TODAY IS ONE 
23 THE CALIFORNIA LEGISLATURE HAS BEEN ADDRESSING FOR OVER 
24 THE PAST TWO YEARS. THE BAS I C QUEST I ON IS, "WILL 
25 CAliFORNIA AllOW THE HEALTH INSURANCE INDUSTRY TO 
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1 ABDICATE ANY AND ALL RESPONSIBILITY FOR INSURING PEOPLE 
2 AT RISK OF DEVELOPING A. I .D.S." 
3 WE'RE HERE TODAY TO DETERMINE WHAT, IF ANY, 
4 ROLE THE PRIVATE HEALTH INSURANCE INDUSTRY WILL HAVE IN 
5 PROVIDING HEALTH INSURANCE FOR PEOPLE WHO HAVE H. I .V. 
6 POSITIVE STATUS. THE HEALTH INSURANCE INDUSTRY HAS 
1 CERTAINLY MADE THE POINT CLEAR TODAY. 
8 THE INDUSTRY S THAT H. I .V. INSURANCE 
9 CLAIMS ARE FREQUENTLY LARGE, PERHAPS OVER 100,000 AND TO 
10 REQUIRE THAT INSURERS HAVE NO H. I .V. INFECTION. DURING 
11 THE UNDERWRITING PROCESS, IT ALLOWS THOSE INDIVIDUALS TO 
12 OBTAIN COVERAGE THEY WOULD NOT OTHERWISE BE ABLE TO 
13 OBTAIN, AT RATES WHICH DO NOT REFLECT THE TRUE RISK. THE 
14 PROPONENTS ARGUE THAT THE SPECIAL PROTECTION CONSTITUTES 
15 UNFAIR DISCRIMINATION AGAINST OUR INSURERS, PEOPLE WHO 
16 MAY HAVE OTHER DISEASES, ET CETERA. 
17 THE CURRENT LIMITATIONS ON H. I .V. TESTING 
18 FORCE THE USE OF THE T-CELL TEST THAT ARE lESS ACCURATE 
19 AND MORE EXPENSIVE TO PERFORM. THEY ARGUE THAT THE 
20 H. I .V. ANTIBODY TESTS ARE ACCURATE AND RELIABLE AND ARE A 
21 STRONG PREDICTOR OF RISK OF LOSS. FINALLY, THEY ARGUE 
22 THAT EXISTING MECHANISMS TO PROTECT INSURERS FROM ADVERSE 
23 FINANCIAL SELECTION ARE INADEQUATE. 
24 LET'S LOOK AT THE COST OF CLAIMS. EARLIER 





1 TODAY THE INDUSTRY iNDICATED THE CLAIMS ARE AVERAGING 
2 BETWEEN 35,000, AND I BELIEVE THEY SAID 70. NOT TOO 
3 DISTANT PAST THE INDUSTRY WAS USING FIGURES OF 150,000 
4 AND ABOVE. 
5 NUMEROUS STUDIES HAVE BEEN DONE BOTH WITHIN 
6 AND OUTSIDE THE INDUSTRY. ALEXANDER & ALEXANDER, AN 
7 INSURANCE CONSULTING GROUP, RELEASED A 1987 SURVEY 
8 MORE THAN 2,000 EMPLOYERS INDICATING THAT THE AVERAGE 
9 COST OF MEDICAL CARE PER H. I .V. CASE WAS $47,700. AND IN 
10 THE WEST, THE AVERAGE WAS LOWER, TO ABOUT $30,700. 
11 NORTH AMERICAN REINSURANCE COMPANY RELEASED 
12 A REPORT IN EARLY '88 INDICATING THAT OUT OF MORE THAN 
13 9,500 A. I .D.S. MEDICAL CLAIMS, THE AVERAGE WAS LESS THAN 
14 $24,000 EACH. IT IS INTERESTING TO NOTE THAT THE VICE 
15 PRESIDENT OF MEDICAL AFFAIRS FOR PRUDENTIAL WAS QUOTED IN 
16 A BUSINESS INSURANCE ARTICLE IN '87 SAYING, "WE REALLY 
17 DON'T HAVE SOLID STATS. IT REALLY DOESN'T MAKE ANY SENSE 
18 TO EST I MATE. " 
19 BY THE WAY, CHEVRON CORPORATION RELATES THAT 
20 THE R AVERAGE CLAIM IS 37, BANK OF AMERICA'S AVERAGE 
21 CLAIM AT 17,000, TRAVELER'S ESTIMATES 50,000, PROVIDENT 
23 THE OFFICE. THE FEDERAL OFFICE OF TECHNOLOGY 
24 ASSESSMENT 
25 SENATOR ROSENTHAL: WHAT'S THE POINT? I'M TRYING 
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1 TO FOLLOW YOUR PRESENTATION. SO WHAT? TELL ME WHAT 
2 OUGHT TO HAPPEN. 
3 MR. NANCE: WELl, I WILL BE DISCUSSING THAT. I'M 
4 NOT SURE UNDERSTAND YOUR QUESTION. I WAS TRYING TO 
5 GIVE YOU AN IDEA OF RANGE OF CLAIMS. 
6 SENATOR ROSENTHAL: OKAY. WHETHER IT COSTS 17,000 
7 OR 37,000 OR 57,000, IF THE AMOUNT THAT IS GOING TO BE 
8 PAID IN OVER THE PERIOD OF TIME THAT THOSE PATIENTS HAVE 
9 H. I.V, AND EVENTUALLY SOMETHING ELSE IS NOT LARGE ENOUGH 
10 TO TAKE CARE OF THOSE FIGURES WHATEVER THEY HAPPEN TO BE, 
11 WHAT IS THE ANSWER? 
12 SENATOR WATSON: WELL, ONE OF THE THINGS, THE 
13 INSURANCE INDUSTRY HAVE BEEN USING CERTAIN FIGURES AND 
14 HE'S GIVING US 
15 SENATOR ROSENTHAL: FINE. 
16 SENATOR WATSON: NO, WAIT A MINUTE. 
17 SENATOR ROSENTHAL: LET'S TAKE HIS LOWEST 
18 FIGURES --
19 SENATOR WATSON: NO, LET'S lET HIM FINISH MAKING 
20 HIS PRESENTATION AND HE MIGHT TEll US WHAT HE SEES AS A 
21 RESULT. BECAUSE THE INSURANCE COMP~NY HAD A CHANCE TO 
22 GIVE THEIR FIGURES, SO HE'S BRINGING US A DIFFERENT SENT 
23 OF FIGURES. 
24 SENATOR ROSENTHAL: USE THE lOWEST FIGURES. 
25 SENATOR WATSON: HE DID. 
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1 MR. NANCE: THANK YOU. 
2 SENATOR WATSON: HE DID. 17,000. 
3 SO JUST FINISH YOUR PRESENTATION. 
4 MR. NANCE: THE FEDERAL OFFICE OF TECHNOLOGY 
5 ASSESSMENT ISSUED A REPORT IN FEBRUARY OF THIS YEAR 
6 INDICATING THAT INSURERS RANKED A. I .D.S. AND A.R.C. 16TH 
7 OUT OF 22 OF THE HIGHEST MEDICAL CLAIMS INCURRED BY 
8 CARRIERS. THE HIGHEST INCLUDED CIRCULATORY DISORDERS, 
9 RESPIRATORY DISORDERS AND DIGESTIVE DISORDERS. ALL 
10 RANKED HIGHER THAN A. I .D.S. 
11 VARIOUS STUDIES INDICATED THAT 
12 H. I.V.-RELATED CLAIMS ACCOUNT FOR LESS THAN 3 PERCENT OF 
13 HEALTH INSURERS' TOTAL CLAIMS AND ARE ESTIMATED TO 
14 ACCOUNT FOR LESS THAN 
15 5 PERCENT OVER THE NEXT 5 YEARS. I FIND IT HARD TO 
16 BELIEVE THE HEALTH INSURANCE INDUSTRY WHEN THEY TELL US 
17 THEY CANNOT HANDLE AN INCREASE IN CLAIMS AMOUNTING TO 
18 5 PERCENT OR LESS. 
19 PERHAPS AN EXAMPLE OF WHY CLAIMS ARE AS HIGH 
20 AS THEY ARE IN THE INDIVIDUAL-ISSUED HEALTH INSURANCE 
21 MARKETPLACE MAY HELP. WE KNOW FOR A FACT THAT CASE 
22 MANAGEMENT IS VERY EFFECTIVE IN HELPING TO KEEP CLAIMS 
23 DOWN. A SPEAKER EARLIER TODAY INDICATED THAT IS PERHAPS 
24 50 PERCENT LOWER THAN THEY WOULD BE OTHERWISE. 
25 TRAVELERS INSURES A YOUNG LOS' ANGELES 
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1 A.I.D.S. PATIENT UNDER AN INDIVIDUAL MAJOR MEDICAL 
2 POLICY. THE MAN'S MEDICAL CLAIMS HAVE NOW REACHED OR 
3 EXCEEDED $500,000. TRAVELERS WAS CONTACTED BY ME MORE 
4 THAN THREE YEARS AGO AND ASKED TO PROVIDE MEDICAL CASE 
5 MANAGEMENT FOR THIS CLAIM. THEY INDICATED THEY DON'T 
6 HAVE IT AVAILABLE IN THEIR INDIVIDUAL POLICY LINES. 
7 IT IS MY FIRM BELIEF THAT IF THEY PROVIDED 
8 MEDICAL CASE MANAGEMENT THEY WOULD HAVE REDUCED THEIR 
9 CLAIMS BY AT LEAST $200,000. NOT DOING SO IS GROSS 
10 MISMANAGEMENT AND IMPACTS UPON OTHER INSURERS' PREMIUMS 
11 AS WEll AS HIS PREMIUMS. 
12 ALEXANDER & ALEXANDER, IN THE REPORT THAT 
13 SPOKE ABOUT EARLIER, INDICATED THAT ONLY 51 PERCENT OF 
14 THE PLANS THEY SURVEYED OFFERED MEDICAL CASE MANAGEMENT 
15 AND YET SOME COMPANIES HAVE BEEN DOING IT FOR THE lAST 
16 FIVE TO SIX YEARS FOR A. I .D.S. CASES. 
17 AGAIN, I BELIEVE IT SHOWS GROSS 
18 MISMANAGEMENT. INSURERS ARE TELLING US THEY COULD BECOME 
19 INSOLVENT IF THEY CANNOT PAY -- IF THEY CANNOT TEST FOR 
20 H. I .V. INFECTION. WE ARE TALKING ABOUT INDIVIDUALLY 
21 UNDERWRITTEN HEALTH INSURANCE, NOT GROUP INSURANCE. THE 
22 HEALTH INSURANCE ASSOCIATION OF AMERICA ESTIMATES THAT 
23 ONLY BETWEEN 17 AND 55 PERCENT OF ALL H. I.V. POSITIVE 
24 PEOPLE HAVE PRIVATE HEALTH INSURANCE. AND OF THOSE, AT 





1 INSURANCE POliCY. 
2 THE TOTAl NUMBER OF PEOPlE ~'RE lOOKING AT, 
3 FROM AN INDIVIDUAl BASIS, IS RElATIVElY SMAll. WITH 
4 GROUP PlANS NOW BEING SOlD THROUGH M.E.T. 'S THAT GO DOWN 
5 TO ONE liFE FOR A SINGlE EMPlOYED INDIVIDUAl, THE NEED 
6 FOR GROUP HEAlTH INSURANCE IS THE INDIVIDUAllY ISSUED 
7 HEAlTH INSURANCE HAS DECliNED AS HAS BEEN INDICATED 
8 EARll ER. 
9 THE FACT IS THAT THE HEAlTH INSURANCE 
10 INDUSTRY DOES NOT COVER THE MAJORITY OF H. I .V. INFECTED 
11 PEOPlE. IT'S BEEN MY EXPERIENCE AS A CASE MANAGER FOR 
12 THE A. I .D.S. PROJECT THAT MOST CURRENTLY INSURED PEOPlE, 
13 WHO HAVE VAliD INSURANCE FOR A. I.D.S. COVERAGE, END UP 
14 lOSING THEIR BENEFITS PRIOR TO DEATH. THE lAST THREE 
15 MONTHS OF LIFE HISTORICAllY HAVE BEEN THE MOST COSTlY TO 
16 TREAT FOR ANY DISEASE INCLUDING A. I .D.S. 
17 ABOUT 60 PERCENT ON AN AVERAGE OF A PERSON'S 
18 TOTAL MEDICAL CLAIMS DURING LIFETIME OCCUR IN THE LAST 
19 THREE MONTHS OF COVERAGE. COUNTY MEDICAL, U.S.C. MEDICAL 
20 CENTER INDICATES THAT ON AN AVERAGE THEY TREAT 60 PERCENT 
21 OF All A. I .D.S. CASES AT SOME TIME DURING THE DISEASE 
22 PROCESS. THEY CANNOT HANDLE ADDITIONAL CASES. THEY ARE 
23 ALREADY MAXED OUT AT CAPACITY. U.S.C. IS ALREADY OVER 
24 100 PERCENT ON ANY ONE DAY. 
25 A PRINCETON UNIVERSITY PROFESSOR SAID TO 
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1 H. I .A.A. IN 1987 THAT H. I .V. CLAIMS DO NOT HURT THE 
2 ECONOMY AND WILL NOT, AT LEAST FOR THE NEXT 15 YEARS. 
3 MOODY'S INVESTORS SERVICE REPORTS THAT A. I .D.S. WILL NOT 
4 LIKELY CAUSE SERIOUS DAMAGE TO THE INDUSTRY OVER THE NEXT 
5 DECADE. THE WASHINGTON BUSINESS GROUP ON HEALTH HAS SAID 
6 THAT THE HEALTH CARE CLAIMS FOR A. I .D.S. ARE NOT 
7 SIGNIFICANTLY DIFFERENT THAN OTHER DISEASES, THAT SMOKING 
8 REPRESENTS A GREATER HEALTH CARE COST THAN A. I .D.S. EVER 
9 WILL, AND THAT IN CONTRAST TO THE COST OF A. I .D.S., 50 
10 BILLION A YEAR IS SPENT ON UNNECESSARY TESTS AND 20 
11 BILLION A YEAR IS SPENT ON UNNECESSARY SURGERY, MOST OF 
12 WHICH IS PICKED UP BY HEALTH CARRIERS. 
13 "WE HAVE ALWAYS BEEN ALLOWED TO TEST," IS 
14 THE CRY THE INDUSTRY IS USING. YES, THEY HAVE, BUT IT'S 
15 ALSO MISLEADING. HEALTH INSURERS SCREEN APPLICANTS FOR 
16 INSURANCE USING ONE OR MORE STANDARD TECHNIQUES. THE 
17 MOST FREQUENT IS REQUIRING HEALTH INSURANCE QUESTIONS ON 
18 AN APPLICATION TO BE ANS~RED. 
19 BASED UPON THOSE ANSWERS THE CARRIER MAY 
20 DECLINE THE APPLICANT OR REQUIRE ADDITIONAL MEDICAL 
21 HISTORY, GENERALLY FROM THE PHYSICIAN. THE NEXT STEP MAY 
22 BE AN INVESTIGATIVE REPORT THROUGH EOUIFAX OR SOME OTHER 
23 INVESTIGATIVE AGENCY. BY THE WAY, THE OFFICE OF 
24 TECHNOLOGY INDICATED THAT SOME CARRIERS ARE STILL DOING 





1 SUCH ACTION. 
2 THE O.T.A. REPORT INDICATES THAT ONLY 
3 4 PERCENT HISTORICALLY OF HEALTH INSURANCE APPLICANTS ARE 
4 REQUIRED TO SUBMIT TO A PHYSICAL EXAMINATION AT THE TIME 
5 OF APPLICATION. THEY ALSO REPORT THAT HISTORICALLY 
6 NATIONWIDE, LESS THAN 4 PERCENT OF APPLICANTS ARE 
1 REQUIRED TO SUBMIT TO BLOOD OR URINE TESTS BEFORE ISSUING 
8 COVERAGE. 
9 IT HAS ONLY BEEN IN THE LAST YEAR AND A HALF 
10 THAT A LARGE NUMBER OF HEALTH INSURERS HAVE STARTED TO 
11 ASK HEALTH INSURANCE APPLICANTS TO SUBMIT TO A BLOOD 
12 TEST. REPORTS ARE NOW COMING IN THAT MANY COMMERCIAL 
13 HEALTH INSURERS WILL NO LONGER ISSUE HEALTH INSURANCE TO 
14 INDIVIDUALS IN CALIFORNIA UNLESS THEY PASS THE REQUIRED 
15 BLOOD TEST. 
16 CURRENTLY, AETNA, MUTUAL OF OMAHA, AND, MY 
7 UNDERSTANDING IS, RESERVE LIFE, WILL NO LONGER ISSUE A 
18 HEALTH INSURANCE POLICY IN CALIFORNIA FOR ANY HEALTH 
19 INSURANCE APPLICANT WITHOUT A BLOOD TEST. I HAVE 
20 UNCONFIRMED REPORTS THAT NEW YORK LIFE, MET LIFE AND 
21 STATE FARM ARE NOW REQUIRING SUCH TESTS AND THAT SEVERAL 
22 SMALL EMPLOYER GROUP CARRIERS NOW REQUIRE BLOOD TESTS OF 
23 All HEALTH INSURANCE APPLICANTS. I ALSO HAVE A REPORT 
24 THAT AT LEAST TWO M.E.T. 'SHAVE REQUIRED BLOOD TESTS OF 
25 APPLICANTS. 
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1 THIS IS A NBN DEVElOPMENT. HISTORICALLY, 
2 LESS THAN 5 PERCENT ~RE REQUIRED TO HAVE HEALTH TESTS. 
3 NOW BECAUSE OF THE A. I .D.S. CRISIS AND THE POTENTIAL FOR 
4 AN INCREASE OF 5 PERCENT FOR TOTAl HEAlTH CARE COSTS, 
5 CARRIERS IN CALIFORNIA REQUIRE All APPliCANTS TO SUBMIT 
6 TO BLOOD TESTS. I PREDICT IF THIS CONTINUES, MORE AND 
7 MORE PEOPLE WILL BE THROWN INTO THE UNINSURABlE RISK 
8 POOL. 
9 LET'S TALK ABOUT H. I .V. TESTING. THE 
10 INDUSTRY HAS TALKED ABOUT THE TEST AND THE ACCURACY OF 
11 THE TEST. SOME DISCUSSION WAS MADE THIS MORNING ABOUT 
12 INDETERMINATES, PEOPLE WHO TEST POSITIVE ON TWO ELISA'S, 
13 BUT THE ~STERN BLOT, WHICH IS THE ONLY liCENSED 
14 CONFIRMATORY TEST AVAILABLE IN THIS COUNTRY MAY SHOW AN 
15 INDETERMINATE FINDING. YOU CAN'T TELL BY LOOKING AT IT 
16 WHETHER THE PERSON IS TRULY POSITIVE OR TRULY NEGATIVE. 
17 I HAVE, AND I'M GOING TO QUOTE A STATEMENT 
18 FROM A SENIOR LAB PHYSICIAN AT THE STATE DEPARTMENT OF 
19 HEALTH SERVICES DIVISION OF LABORATORIES. TESTING FOR 
20 H. I .V. IN A LOW PREVALENCE POPULATION USING ONlY THE 
21 ELISA TEST METHODS RESULTS IN A SIGNIFICANT NUMBER OF 
22 SPECIMENS BEING CALLED POSITIVE WHICH ARE NOT CONFIRMED 
23 BY SECONDARY TESTS, THE ~Ll-KNOWN FALSE POSITIVES. THE 
24 USE OF CONFIRMATORY TESTS SUCH AS THE WESTERN BLOT CAN 





1 POSITIVES AS WELL AS CLEARLY IDENTIFYING THE TRUE 
2 POSITIVES IN A POPULATION. 
3 "A SMALL NUMBER OF SPECIMENS 
4 WILL NEITHER CLEARLY BE NEGATIVE NOR 
5 CLEARLY POSITIVE AND WILL BE CONSIDERED 
6 INDETERMINATE AFTER THE CONFIRMATORY 
7 PROCEDURE. ALTHOUGH SMALL iN NUMBER, 
8 IN A LOW PREVALENCE SETTING SUCH AS 
9 SEEN WITH SCREENING FOR INSURANCE, 
10 THESE INDETERMINATES, WHICH ARE IN 
1 1 TRUTH NEGATIVE, Will OUTNUMBER THE 
12 TRUE POSITIVES BY A FACTOR OF THREE 
13 OR MORE." 
14 
15 TO DECLINE AN INDIVIDUAL BECAUSE OF AN 
16 INDETERMINATE TEST IS UNCONSCIONABLE. THE INDUSTRY 
7 TALKED ABOUT USING D.N.A. TESTING TO FURTHER CLASSIFY 
18 INDIVIDUALS. MY UNDERSTANDING IS THAT THAT PROCEDURE HAS 
19 NOT BEEN LICENSED BY THE EITHER THE F.D.A. OR THE C.D.C. 
20 AND IS NOT USED BY THE PUBLIC HEALTH DEPARTMENT IN 
CAll FORNI A. 
22 THE INDUSTRY HASN'T TALKED ABOUT OTHER 
23 PROTECTIONS THEY HAVE AGAINST ADVERSE SELECTION. ONE IS 
24 PRICING. HEALTH INSURANCE, UNLIKE LIFE INSURANCE 
25 PREMIUMS, CAN BE INCREASED SEMI-ANNUALLY OR ANNUALLY, 
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1 PERHAPS QUARTERLY DEPENDING ON THE CARRIER. 
2 ~'RE SEEING CASE AFTER CASE AFTER CASE IN 
3 CALIFORNIA, IN LOS ANGELES, THAT WHEN A CARRIER, SMALL 
4 EMPLOYER GROUP PROGRAM, AN M.E.T., DISCOVERS AN A. I .D.S. 
5 CASE, THAT GROUP OF EMPLOYEES IN THAT SMALL BUSINESS ARE 
6 BEING HIT WITH 150 TO 300 PERCENT RATE INCREASES. 
7 IN YOUR HANDOUT, ALTHOUGH THERE IS ONE PAGE 
8 MISSING, I HAVE INCLUDED EMPLOYERS HEALTH INSURANCE 
9 ILLUSTRATIONS OF WHAT THEY ARE PARTICULARLY DOING TO 
10 H. I .V. POSITIVE CASES IN CALIFORNIA. 300 PERCENT. 
11 EMPLOYERS IN AT LEAST TWO CASES I SPECIFICALLY KNOW OF 
12 ~RE FORCED TO CANCEL THEIR INSURANCE, THEREBY CANCELLING 
13 THE INSURANCE OF THE PERSON WHO WAS NEEDING THE INSURANCE 
14 MOSTLY BECAUSE THEY COULDN'T AFFORD THE PREMIUMS. 
15 WHATEVER HAPPENED TO SPREADING OF THE RISK? 
16 A. I .D.S. PROJECT LOS ANGELES LAST YEAR TRANSFERRED THEIR 
17 GROUP HEALTH INSURANCE COVERAGE TO BLUE SHIELD OF 
18 CALIFORNIA. NINE MONTHS LATER WE RECEIVED A LETTER 
19 TELLING US THAT THEY WERE GOING TO NON-RENEW OUR GROUP 
20 CASE DUE TO CLAIMS. A THREAT OF LEGAL ACTION RESULTED IN 
21 A NEW PLAN BEING FORCED A.P.L.A. THAT GREATLY 
22 REDUCED BENEFITS, WITH A PREMIUM INCREASE OF 300 HUNDRED 
23 PERCENT. 
24 WE ARE NOW PAYING AN AVERAGE EMPLOYEE RATE 
25 OF OVER $430 PER MONTH PER EMPLOYEE, NOT COUNTING 
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1 DEPENDANTS. THAT AVERAGES OUT TO BE ABOUT $500,000 A 
2 YEAR FOR A NON-PROFIT AGENCY TRYING TO FIGHT A. I .D.S. AND 
3 TRYING TO PROTECT ITS EMPLOYEES AT THE SAME TIME. WE'RE 
4 NOT SURE THAT THE PLAN WILL BE REN~D IN JUNE. WE HAVE 
5 ALREADY SHOPPED FOR OTHER COVERAGE, AND SO FAR WE'VE COME 
6 UP WITH NO OTHER CARRIERS WILLING TO COVER US BECAUSE OF 
7 OUR PAST CLAIMS HISTORY. 
8 SENATOR WATSON: CAN ASK YOU TO STOP THERE FOR 
9 THE TIME BEING? WE'll TAKE A 15-MINUTE BREAK AND WE'll 
10 COME BACK AT 1:30 AND YOU CAN CONCLUDE. 
1 1 MR. NANCE: YES. I DON'T HAVE TOO MUCH MORE TO 
12 DO. 
13 SENATOR WATSON: OKAY. WE'll COME BACK AT 1:30. 
14 (RECESS) 
15 SENATOR WATSON: IF WE CAN'T CONCLUDE WITHIN AN 
16 HOUR, I WOULD REQUEST THAT IF YOU HAVE WRITTEN TESTIMONY 
7 AND COPIES OF IT, THAT YOU HAND THAT TO THE SERGEANTS AND 
18 SUMMARIZE YOUR REMARKS. I WOULD LIKE TO CONCLUDE OUR 
19 WHOLE HEARING BY 2:30, 2:35. 
20 AND, MR. NANCE, IF YOU WILL, CONCLUDE YOUR 
21 TESTIMONY. 
22 MR. NANCE: I WAS TALKING ABOUT THE PROTECTIONS 
23 THE INDUSTRY CURRENTLY HAS AGAINST ADVERSE SELECTION. IT 
24 SHOULD BE REAL CLEAR THAT THE INDUSTRY, ONCE A PERSON HAS 
25 BEEN DIAGNOSED AS BEING IMMUNOSUPPRESSANT, IS NOT ISSUED 
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1 
2 WE ARE TALKING ABOUT THOSE PEOPLE WHO HAVE 
3 NO SYMPTOMS, HAVE NOT BEEN TESTED AND PERHAPS HAVE BEEN 
4 EXPOSED OR INFECTED BY THE V RUS BUT THEY DON'T KNOW IT. 
5 I WAS TALKING ABOUT PRICING. AND ONE LAST COMMENT, WE 
6 HAVE A PERSON WHO IS COVERED UNDER A CONVERSION HEALTH 
1 INSURANCE POLICY. HE SUBMITTED HIS FIRST H. I .V.-RELATED 
8 CLAIM FOR THE DRUG AZT, WHICH RUNS ABOUT $900. THE NEXT 
9 HE HEARD FROM HIS INSURANCE, WAS A PREMIUM INCREASE OF 
10 OVER 900 PERCENT. 
11 A SECOND PROTECTION THE INDUSTRY HAS IS A 
12 PRE-EXISTING CONDITION CLAUSE. THE O.T.A. REPORT THAT 
13 MENTIONED EARLIER INDICATED THAT TEN INSURANCE COMPANIES 
14 HAVE FOUND THAT THEY CAN DENY BETWEEN 10 AND 50 PERCENT 
15 OF H. I .V.-RELATED CLAIMS BASED ON THIS PARTICULAR CLAUSE. 
16 TWO CARRIERS INDICATE THEY DENY 50 PERCENT OR MORE OF All 
17 H. I .V. CLAIMS BASED ON THEIR PRE-EXISTING CONDITION 
18 CLAUSE. 
19 A THIRD CLAUSE INDUSTRY HAS IS A 
20 CONTESTABILITY CLAUSE. A POLICY THAT HAS BEEN IN PLACE 
21 FOR LESS THAN TWO YEARS, IF IT'S BEEN INDIVIDUALLY ISSUED 
22 OR UNDERWRITTEN, IS CONTESTABLE BY THE INSURANCE CARRIER 
23 IF THEY CAN PROVE THAT THE APPLICANT OMITTED MATERIAL 
24 MEDICAL HISTORY. 
25 MY WORK WITH A.P.l.A. INDICATES THAT THIS 
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1 HAPPENS EXTREMELY FREQUENTLY WHERE PEOPLE FA L TO ADMIT 
2 THEY HAD A HISTORY OF SEXUALLY TRANSMITTED DISEASES, SUCH 
3 AS SYPHILIS, GONORRHEA OR EVEN HERPES. ONE CARRIER HAS 
4 TRIED TO DENY AN H. I .V.-RELATED CLAIM BECAUSE THE PERSON 
5 HAD A COLD SORE THAT WAS NOT REPORTED. 
6 ONE ATTORNEY IS SUING A MAJOR HEALTH CARRIER 
7 IN CAliFORNIA BECAUSE DURING THE DISCOVERY PROCESS THE 
8 DISCOVERY FROM THE COMPUTER NOTES SAID, "DO NOT PAY 
9 CLAIM. A. I .D.S." BASED UPON MY COMPLAINTS ABOUT THAT 
10 SAME CARRIER, MY BEST GUESS IS HE'S RIGHT ON THE MARK 
11 THAT THIS PARTICULAR CARRIER IS ISOLATING OUT A. I .D.S. 
12 CLAIMS FOR SIGNIFICANTLY DIFFERENT TREATMENT THAN THEY DO 
13 FOR OTHER CONDITIONS. 
14 WE TALKED ABOUT MEDICAL CASE MANAGEMENT. MY 
15 PERSONAL EXPERIENCE HAS BEEN THAT LESS THAN 50 PERCENT OF 
16 THE CARRIERS I DEAL WITH PROVIDE MEDICAL CASE MANAGEMENT 
7 FOR AN A. I .D.S.-RELATED CLAIM, WHICH IS UNEXCUSABLE FIVE 
8 YEARS INTO THIS DISEASE PROCESS. 
19 WHAT WILL BE THE RESULT OF H. I .V. TESTING? 
20 CURRENTLY WE KNOW THAT ABOUT 20 PERCENT OF ALL 
2 CALIFORNIANS ARE NOT COVERED UNDER HEALTH INSURANCE. 
22 THAT NUMBER WILL INCREASE DRAMATICALLY. INDIVIDUALS WHO 
23 ARE COVERED UNDER EMPLOYER PLANS THAT THE INDUSTRY IS 
24 SAYING IS NOT AFFECTED BY THIS FREQUENTLY ARE REQUIRED TO 
25 CHANGE JOBS, EITHER VOLUNTARY OR INVOLUNTARY, SUCH AS JOB 
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1 TERMINATION. 
2 THOSE PEOPLE FLOW IN AND OUT OF THE 
3 INDIVIDUAl HEALTH INSURANCE MARKETPLACE CONSISTENTLY. 
4 ONCE A PERSON HAS TESTED POSIT VE AND THAT INFORMATION 
5 HAS BEEN REPORTED TOM. I .V., EVEN F IT'S IN A DISCREET 
6 CODE SYSTEM, WHEN THAT PERSON LATER TRIES TO ENTER A 
7 SMALL GROUP INSURANCE POLICY THAT REQUIRES MEDICAL 
8 UNDERWRITING, M. I .V. IS GOING TO TRIGGER A BLOOD TEST. 
9 ALTHOUGH IT MAY NOT INCLUDE H. I .V. IF LEGISLATION PASSES, 
10 THEY'LL FIND SOME OTHER ABNORMALITY IN A BLOOD TEST 
11 INCLUDING THE T-CELL TEST WHICH IS NOT CURRENTLY 
12 PROHIBITED AND FIND A REASON TO DENY THAT APPLICANT. 
13 THEY ALSO TALKED ABOUT 200 TO 400 PEOPLE AND 
14 INDICATED THAT THE INFECTION RATE IN CALIFORNIA IS 
15 PERHAPS DOUBLE THE NATIONAL STANDARD. THE HEALTH AND 
16 HUMAN SERVICES DEPARTMENT IN CALIFORNIA INDICATED THAT 
17 THOSE FIGURES ARE EVEN HIGHER THAN THAT. A.P.L.A. 'SOWN 
18 CASELOAD INDICATES THAT 16, CLOSE TO 17 PERCENT OF OUR 
19 CASELOAD IS COVERED UNDER INDIVIDUALLY ISSUED HEALTH 
20 INSURANCE POLICIES. 
21 IF THAT IS AT All REFLECTIVE OF THE STATE AS 
22 A WHOLE, W£'RE TALKING ABOUT A HUGE PROPORTION OF PEOPLE 
23 WHO OVER SEVERAL YEARS OF TESTING, WILL BE FORCED OUT OF 
24 THE SYSTEM. AND IT WILL SIGNIFICANTLY INCREASE THE 






1 PUBLIC COMMUNITY AND THROW THESE PEOPLE INTO THE PUBLIC 
2 DOLE BECAUSE THEY WON'T HAVE COVERAGES ELSEWHERE. THERE 
3 IS NO OTHER SYSTEM AVAILABLE. 
4 I BELIEVE THE ANSWER LIES NOT IN TESTING FOR 
5 H. I .V. INFECTION FOR INDIVIDUAllY ISSUED HEALTH 
6 INSURANCE. IT'S NOT BEEN STANDARD PRACTICE IN THE PAST. 
7 IT'S ONLY BEEN IN THE lAST YEAR AND A HALF THAT THE 
8 CARRIERS STARTED TO DO THAT ON A MASS BASIS. THOSE 
9 PEOPLE PRIOR TO TESTING ON A MASS BASIS WOULD HAVE BEEN 
10 ISSUED AS lONG AS THEY HAD NO SIGNS, SYMPTOMS, OR 
11 EVIDENCE OF AN IMMUNE SUPPRESSION. 
12 THOSE PEOPLE UNDER THE CURRENT SYSTEM AND 
13 UNDER THE FUTURE TESTING OF POSSIBLE H. I.V. TESTING Will 
14 BE DENIED COVERAGE AND WILL BE FORCED INTO THE PUBLIC 
15 DOLE. NOT ONLY Will IT AFFECT THE PUBLIC DOLE, BUT IT'S 
16 liKELY TO AFFECT EMPLOYMENT. IF INDIVIDUAl POLICYHOLDERS 
17 ARE AllOWED TO TEST, THEIR OPTION FOR AN INDIVIDUAl WHO 
18 TESTED POSITIVE IS TO SEEK EMPLOYMENT THROUGH A LARGE 
19 EMPLOYER GROUP THAT IS SELF FUNDED. 
20 AS LARGE EMPLOYERS START TO HAVE INCREASING 
21 BURDENS OF H. I .V. INFECTION IN THEIR BlOCK OF EMPLOYEES, 
22 YOU'RE GOING TO SEE DEMANDS FOR EMPLOYERS TO TEST FOR 
23 PEOPLE WITH A. I .D.S. A SYSTEM. WHERE A PERSON IS 
24 UNEMPLOYABLE/UNINSURABLE, Will HAVE TO FILE FOR 
25 BANKRUPTCY IN ORDER TO QUALIFY FOR PUBLIC BENEFITS, OR 
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1 Will SEEK WHATEVER CARE THEY NEED FROM A COUNTY HOSPITAL 
2 SYSTEM THAT CAN NO LONGER STAND THE ORA N. 
3 THE COUNTY HOSPITAL SYSTEM IN IRVINE -- IT'S 
4 EITHER IRVINE OR SAN DIEGO -- HAS CLOSED ITS DOORS TO 
5 PEOPLE WITH H. I .V. INFECTION BECAUSE THEY NO LONGER HAVE 
6 THE RESOURCES NECESSARY TO TREAT THEM. THE ANS~R LIES 
1 NOT IN TESTING BUT IN DEVELOPING AN ADEQUATE RISK POOL. 
8 THE CASE FOR RISK POOLING WAS PRESENTED TO 
9 THE INDUSTRY BY TRANSAMERICA IN NOVEMBER OF 1985 AND HAS 
10 YET TO BE ACTED UPON. I HAVE A COPY OF THAT PROPOSAL IN 
11 YOUR HANDOUT. THE INDUSTRY SEEMS ONLY TO BE CONCERNED 
12 ABOUT AVOIDING THE RISK AND NOT IN ADDRESSING THE 
13 RESPONSIBLE APPROACH TO THE PROBLEM OF UNINSURABLE$ IN 
14 THIS COUNTRY. 
15 THE RISK POOLING CONCEPT MAY REQUIRE FEDERAL 
16 AND STATE CHANGES IN CURRENT LAWS AS INDICATED BY 
17 MR. BIANCO. IT MAY ALSO REQUIRE THE PUBLIC-PRIVATE 
18 'PARTNERSHIP FUNDING ARRANGEMENT. AND IT'S HIGH TIME, 
19 WITH 40 MilliON PEOPLE IN THIS COUNTRY, THAT THOSE 
20 EFFORTS BE MADE TO MOVE IN THAT DIRECTION. THANK YOU. 
21 SENATOR WATSON: THANK YOU FOR YOUR TESTIMONY, AND 
22 THINK THAT YOUR LAST GETS TO THE QUESTION 
23 THAT SENATOR ROSENTHAL WAS TRYING TO RAISE AND THAT IS, 
24 HOW DO WE HANDLE IT? WE KNOW THAT THE COST IS HIGH. ~ 





1 THAT WE HAVE TO FIND SOME WAY TO AVOID THE HEALTH CARE. 
2 A PUBLIC-PRIVATE PARTNERSHIP OR RISK POOL, A STATE POOL, 
3 CERTAINLY ARE REALITIES THAT WE ARE GOING TO BE 
4 INVESTIGATING FOR OUR LEGISLATION IN THE MONTHS TO COME. 
5 MR. NANCE: I'D LIKE TO POINT OUT THAT ALTHOUGH I 
6 SUPPORT THE CONCEPT OF SB 6 OR AB 6, OR WHICHEVER IT WAS, 
7 AND 600, I THINK IT WOULD BE VERY NAIVE TO ASSUME THAT 
8 ALL H. I .V. POSITIVE PEOPLE, AS HAD BEEN INDICATED BY 
9 MR. WENGER EARLIER, WOULD AVAIL THEMSELVES TO THAT 
10 COVERAGE. 
11 THE PREMIUM HAS A POTENTIAL OF A 300 PERCENT 
12 SURCHARGE OVER STANDARD RATES OR PERHAPS EVEN HIGHER 
13 DEPENDING UPON THE LOSS EXPERIENCE OF THOSE POOLS WOULD 
14 MAKE THOSE PROGRAMS UNAVAILABLE TO A HUGE NUMBER OF 
15 PEOPLE WHO ARE H. I.V. POSITIVE. A LOT OF H. I .V. POSITIVE 
16 PEOPLE DO NOT HAVE 35, 40, $50,000 JOBS THAT COULD 
7 SUBSIDIZE THAT KIND OF PREMIUM INCREASE, ESPECIALLY IN 
18 LOS ANGELES WHERE THE COST OF LIVING IS FAIRLY HIGH. 
19 SENATOR WATSON: I THINK YOU'RE GOING TO SEE MORE 
20 PUBLIC PARTICIPATION. 
21 THANK YOU VERY MUCH. AND WE'LL GO ON NOW TO 
22 SUSAN HABER, CALIFORNIA ASSOCIATION OF PUBLIC HOSPITALS. 
23 SUSAN, YOU DO HAVE A STATEMENT ALREADY IN 
24 PRINT, SO MAYBE YOU CAN SUMMARIZE. 
25 MS. HABER: I THINK THAT A LOT OF THE POINTS THAT 
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1 I WANTED TO MAKE WERE MADE BY BOTH YOU AND ASSEMBLYMAN 
2 JOHNSTON THIS MORNING. AND I'M REALlY HEARTENED TO HEAR 
3 THE AWARENESS OF JUST WHAT THIS TESTING WOULD MEAN TO THE 
4 PUBLIC HOSPITAl SYSTEM IN THE ABSENCE OF ANY OTHER 
5 PROTECTION. AND I CERTAINLY ECHO A NUMBER OF THE 
6 COMMENTS THAT MR. NANCE JUST MADE. 
7 BUT PERHAPS I CAN GIVE YOU A liTTlE MORE 
8 INFORMATION ON EXACTLY WHAT~ THINK THIS WOULD MEAN TO 
9 COUNTY HOSPITALS. EVERYONE HAS TALKED ABOUT WHAT A 
10 TERRIBLE THING THIS Will BE TO THEM. CURRENTLY THE 
11 COUNTY HOSPITALS IN CALIFORNIA ARE PROVIDERS OF 60 
12 PERCENT OF THE CARE TO THE UNSPONSORED POPULATION, AND 40 
13 PERCENT OF THE CARE TO MEDI-CAl BENEFICIARIES STATEWIDE. 
14 WE OBVIOUSLY WOULD BECOME THE MAJOR 
15 PROVIDERS OF CARE TO PEOPLE WITH A. I .D.S. WHO LOSE THEIR 
16 INSURANCE COVERAGE AS A RESULT OF H. I .V. ANTIBODY 
17 TESTING. SO THIS MAY HAVE A MAJOR IMPACT ON OUR 
18 HOSPITALS. IF THE FINANCING FOR THIS CARE IS NOT 
19 ADEQUATE, THIS MAY MEAN THAT OUR HOSPITALS WILL HAVE TO 
20 CUT BACK ON SERVICES TO OTHER POPULATIONS. 
21 COUNTY HOSPITALS TODAY ARE OPERATING IN A 
22 ZERO SUM ENVIRONMENT, BOTH IN TERMS OF THEIR CAPACITY AND 
23 THEIR FINANCING. THERE IS NO MORE MONEY TO PUT INTO THE 
24 HOSPITALS TO SUBSIDIZE NEW SERVICES. COUNTIES HAVE RUN 
25 DRY. AND SO TO PUT MONEY INTO SERVING NEW POPULATIONS 
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1 MAY MEAN DENYING SERVICES TO EXISTING POPULATIONS. 
2 ALSO, SOME OF OUR HOSPITALS ARE OPERATING AT 
3 CAPACITY. FILLING A BED WITH A NEW PATIENT MEANS THAT 
4 ANOTHER PATIENT CAN'T GET INTO THAT BED. SO IT HAS 
5 IMPORTANT IMPLICATIONS ON THE ABILITY OF COUNTY HOSPITALS 
6 TO SERVE THE COMMUNITY AS A WHOLE. I THINK THE VERY 
7 BASIC QUESTION THAT ~·RE LOOKING AT HERE IS BOTH IN 
8 REGARDS TO THE FINANCING OF CARE FOR PEOPLE WITH A. I .D.S, 
9 BUT ALSO IN GENERALLY FINANCING THE HEALTH CARE NEEDS OF 
10 OUR POPULATION. 
11 WHAT IS THE PUBLIC SECTOR RESPONSIBILITY AND 
12 WHAT'S THE PRIVATE SECTOR RESPONSIBILITY? WE ACTUALLY 
13 HAVE HAD A TRADITION IN THIS COUNTRY, I BELIEVE, WITH THE 
14 IDEA THAT IT WAS BASICALLY A PRIVATE SECTOR 
15 RESPONSIBILITY WITH THE PUBLIC SECTOR FILLING IN SOME 
16 GAPS. I THINK ACTUALLY IN THE AREA OF CARE FOR PEOPLE 
17 WITH A. I .D.S., THE PUBLIC SECTOR HAS REALLY TAKEN A 
18 REMARKABLE LEADERSHIP ROLE, BOTH IN THE PROVISION OF CARE 
19 AND FINANCING OF CARE. 
2 I KNOW YOU'VE HEARD A LOT OF NUMBERS TODAY 
2 WITH BROAD RANGES IN IT, AND I CAN ONLY GIVE YOU MORE 
22 NUMBERS WITH MORE RANGES, BUT IN LOOKING AT A LOT OF DATA 
23 IT SEEMS TO ME THAT ALREADY THE PUBLIC SECTOR IS BEARING 
24 THE BRUNT OF THE FINANCING FOR THE COST OF CARE FOR THE 
25 PEOPLE WITH A. I .D.S. 
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1 DATA FROM THE ~STBAY HOSPITAL CONFERENCE 
2 WHICH INCLUDES HOSPITALS IN MARIN, SAN FRANCISCO AND 
3 SAN MATEO COUNTIES SHOWS THAT ONLY 37 PERCENT OF THE 
4 A. I .D.S. ADMISSIONS TO THE HOSPITALS IN THOSE COUNTIES 
5 ~RE COVERED BY PRIVATE INSURANCE. EVERYONE ELSE WAS 
6 COVERED BY EITHER MEDI-CAL, MEDICARE OR ~RE UNSPONSORED 
7 AND THEREFORE CARED FOR THROUGH COUNTY SUBSIDIZED CARE. 
8 THAT IS THE MAJORITY OF CARE IN THOSE 
9 HOSPITALS. DATA FROM THE NATIONAL ASSOCIATION OF PUBLIC 
10 HOSPITALS WHICH CONDUCTED A SURVEY OF PUBLIC AND PRIVATE 
11 TEACHING HOSPITALS STATEWIDE SH~D AN EVEN L~R 
12 PERCENTAGE OF PRIVATE INSURANCE. THEY SH~D ONLY 
13 27 PERCENT. ADMITTEDLY THAT'S KIND OF A SKE~D 
14 POPULATION OF HOSPITALS SINCE THOSE ARE HOSPITALS THAT 
15 ARE LESS LIKELY TO SERVE THE INSURED POPULATION THAN 
16 OTHER HOSPITALS. 
17 BUT I THINK~ CAN REALLY SEE A PATTERN HERE 
18 THAT THE PUBLIC SECTOR HAS TAKEN A LEADERSHIP ROLE HERE. 
19 AND SO I QUESTION HOW MUCH SHOULD THE PUBLIC SECTOR 
20 ACTUALLY BE ASKED TO TAKE. IN TERMS OF PROVISION OF 
21 CARE, COUNTY HOSPITALS ARE PROBABLY THE MAJOR PROVIDER OF 
22 CARE TO PEOPLE WITH A. I .D.S. ALREADY IN THIS DAY AND 
23 CERTAINLY THE PEOPLE WHO ARE COVERED BY MEDI-CAL AND THE 
24 UNINSURED POPULATION. 
25 I THINK REALLY, AS RAISED HERE, THE BASIC 
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1 ISSUE IS NOT HOW DO WE CARE FOR PEOPLE WITH A. I .O.S., BUT 
2 HOW DO WE CARE FOR THE HEALTH CARE NEEDS OF ALL 
3 CALIFORNIANS AND TO ENSURE THAT THERE IS ADEQUATE 
4 FINANCING FOR EVERYONE'S CARE? AND I REAllY THINK THAT 
5 TO TAKE ANY ACTION ON THE ISSUE OF H. I.V. ANTIBODY 
6 TESTING WOUlD ONLY CREATE NEW CLASSES OF UNINSURED 
7 PEOPLE, AND THAT REALLY CANNOT BE DEFENDED GIVEN WHERE WE 
8 ARE TODAY. 
9 I THINK THAT, AS MR. NANCE SAID, WHAT WE 
10 NEED IS A PUBLIC AND PRIVATE PARTNERSHIP IN ADDRESSING A 
11 REALLY SERIOUS SOCIAL PROBLEM THAT WE NEED TO TAKE 
i2 HEAD-ON IN THIS STATE. AND I'M ACTUALLY SORRY THAT WHAT 
13 WE ARE DISCUSSING HERE TODAY IS THE ISSUE OF H. I .V. 
14 TESTING WHEN WHAT I REALLY THINK WE NEED TO BE DISCUSSING 
15 IS HOW DO WE ADEQUATELY ASSURE AND MEET THE HEALTH CARE 
16 NEEDS OF All CALIFORNIANS? 
17 AND I THINK THAT WE NEED TO TAKE STEPS TO 
18 HELP FORGE A PUBLIC AND PRIVATE PARTNERSHIP, NOT TO BREAK 
19 THAT PARTNERSHIP. AND I DO THINK THAT JUST SHIFTING MORE 
20 OF THE RISK AND MORE OF THE COST ONTO THE PUBLIC SECTOR 
2 WOULD DO NOTHING TO HELP CREATE THAT PARTNERSHIP THAT WE 
22 NEED. 
23 SENATOR WATSON: AS YOU WERE SPEAKING, I WAS 
24 THINKING ABOUT SOME OF THE OTHER PUBliC SYSTEMS THAT WE 
25 HAVE. THERE WAS A PUSH BACK IN THE 70'S TO CLOSE DOWN 
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1 THE STATE HOSPITALS FOR THE MENTALLY Ill AND REPLACE 
2 THOSE SERVICES INTO COMMUNITY-BASED PROGRAMS. SO THAT'S 
3 HOW THE MENTALLY Ill WERE GOING TO BE TAKEN CARE OF AS 
4 ONE OF OUR MAJOR PUBLIC PROGRAMS IN THE CORRECTIONAL 
5 SYSTEM. 
6 WE TEND TO HAVE VARIOUS STEPS ALONG THE WAY. 
7 PEOPLE COME OUT OF MAXIMUM SECURITY IN A MINIMUM CELL. 
8 IN THE COUNTY HOSPITAL SYSTEM, WHICH IS THE RESOURCE OF 
9 LAST RESORT, COULD NOT THE HOSPICE SYSTEM BE THE 
10 ALTERNATIVE TO CARE IN THE COUNTY HOSPITAL? I SEE 
11 SOMEBODY SHAKING HIS HEAD. 
12 I'M TRYING TO THINK OF HOW WE RELIEVE THE 
13 COUNTY HOSPITAL SYSTEM, WHICH IS ALREADY OVERBURDENED. 
14 WE ARE HAVING A REAL PROBLEM WITH THE EMERGENCY SERVICES 
15 THAT ARE PROVIDED AND EVERY OTHER AREA OF THE HOSPITAL. 
16 THE COUNTY IS SUFFERING FROM DIMINISHED RESOURCES. 
1 7 MS. HABER: WELL, I'M NOT AN EXPERT ON THE 
18 TREATMENT OF PEOPLE WITH A. I .D.S. AND PERHAPS THERE IS 
19 SOMEONE ELSE WHO YOU MIGHT WANT TO ADDRESS THAT. THINK 
20 THAT SAN FRANCISCO, FOR EXAMPLE, WHERE THERE'S A GOOD 
21 SUPPORT SYSTEM OF NON-ACUTE CARE SERVICES, HAS DONE A LOT 
22 TO RELIEVE THE STRAIN ON THE COUNTY HOSPITAL SYSTEM. BUT 
23 I THINK THERE'S A LIMIT TO THE EXTENT THAT THAT CAN 
24 PROVIDE A SAFETY VALVE. 
25 I THINK -- AGAIN, I'M NOT AN EXPERT, BUT I 
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1 ASSUME THAT THFRE WILL BE TIMES THAT ANY PERSON WITH 
2 A. I .D.S. HAS AN ACUTE PROBLEM THAT CAN ONLY BE TREATED IN 
3 A HOSPITAL SETTING AND THAT'S JUST REALITY. 
4 SENATOR WATSON: OKAY. ARE THERE ANY QUESTIONS? 
5 THANK YOU. WE APPRECIATE YOUR TESTIMONY AND 
6 YOUR BREVITY. 
7 MARC GOLDBERG? 
8 MR. GOLDBERG: THANK YOU, MADAM CHAIRPERSON, AND 
9 MEMBERS OF THE COMMITTEE. MY NAME IS MARC GOLDBERG, AND 
10 I I'M CHIEF EXECUTIVE OFFICER OF SHERMAN OAKS HOSPITAL. WE 
11 OPENED THE FIRST A. I.D.S. UNIT IN SOUTHERN CALIFORNIA 
12 SOMETIME IN 1985, AND SO WE HAVE HAD EXTENSIVE EXPERIENCE 
13 WITH PEOPLE THAT HAVE A. I .D.S. AND THE TRAGEDY THAT 
14 OCCURS WHENEVER THEY ARE UNINSURED. 
15 I AM ALSO THE CHAIRMAN OF THE A. I .D.S. ISSUE 
16 COMMITTEE OF THE HOSPITAL COUNCIL OF SOUTHERN CALIFORNIA. 
17 BUT TODAY, I'M APPEARING BEFORE YOU ON BEHALF OF THE 
8 CALIFORNIA ASSOCIATION OF HOSPITALS AND HEALTH SYSTEMS 
19 AND ITS MEMBER ORGANIZATIONS. WE HAVE SUBMITTED 
20 TESTIMONY TO YOU, AND I'D JUST LIKE TO HIGHLIGHT FOR YOU 
21 ONE OR TWO SECTIONS, IF MAY. 
22 SENATOR WATSON: PLEASE. 
23 MR. GOLDBERG: FIRST IS THAT WE CANNOT SUPPORT 
24 LEGISLATION THAT WOULD DECREASE THE AVAILABILITY OF 
25 HEALTH INSURANCE, POTENTIALLY IMPEDING ACCESS TO HEALTH 
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1 CARE SERVICES FOR PERSONS IN NEED AND COMPROMISE THE 
2 RIGHTS OF INDIVIDUAL CITIZENS. AND CERTAINLY THIS IS 
3 WHAT WOULD HAPPEN IF H. I .V. TESTING WERE PERMITTED. 
4 FROM A PUBLIC POLICY STANDPOINT, THE RISKS 
5 FACED BY THE INSURANCE INDUSTRY THAT ARE CREATED BY 
6 FORBIDDING H. I.V. TESTING OF THEIR CUSTOMERS REAllY HAS 
1 TO BE ~IGHED, I THINK, AGAINST THE TREMENDOUS COST TO 
8 SOCIETY THAT WOULD ACCRUE FROM AllOWING THAT TESTING TO 
9 OCCUR. 
10 IT'S OUR OPINION THAT THE ENACTMENT OF 
11 LEGISLATION THAT PERMITS INSURERS TO TEST FOR H. I .V. 
12 STATUS WOULD ADVERSELY IMPACT AN ALREADY BURDENED SYSTEM 
13 OF UNCOMPENSATED CARE PROBLEMS THAT OCCUR IN THIS STATE. 
14 AND BY AllOWING THE TESTING, MORE CALIFORNIANS WOULD BE 
15 UNINSURED AND THE COST TO PROVIDERS OF HEALTH CARE, AND 
16 ULTIMATELY THE PUBLIC, WOULD INCREASE SUBSTANTIAllY. 
17 THINK THAT'S BEEN PROVEN BY MOST OF THE 
18 PEOPLE WHO HAVE TESTIFIED IN FRONT OF YOU. THE GREATER 
19 THE lEVEl OF UNCOMPENSATED CARE, THE FE~R QUALITY HEALTH 
20 SERVICES~ Will BE ABLE TO PROVIDE, THEREBY COMPROMISING 
21 ACCESS TO MEDICAL SERVICES. AND THAT'S FOR All PERSONS 
22 IN CALIFORNIA, NOT JUST FOR INDIVIDUALS AFFLICTED WITH 
23 A.I.D.S. 
24 BECAUSE YOU ALREADY HAVE A STRESS SYSTEM AND 
25 WHENEVER YOU START TO ENTER IN FACTORS WHERE INDIVIDUALS 
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1 ARE ADDED TO TH~ POOL OF UNCOMPENSATED CARE, WHICH IS 
2 ALREADY OVERWHELMING, THE QUALITY THAT THE ENTIRE 
3 INSTITUTION CAN PRODUCE CONTINUALLY GETS ERODED BECAUSE 
4 THERE ARE NO MORE AREAS INTO WHICH YOU CAN SHIFT THESE 
5 COSTS FOR HOSPITALS AND ACUTE CARE. 
6 IN ADDITION, THE QUESTION THAT YOU HAD ABOUT 
7 HOSPICES, THERE ARE CERTAINLY SOME TIMES IN EVERY 
8 A. I.D.S. PATIENTS LIFE WHEN THEY MUST BE CARED FOR IN A 
9 HOSPICE. AND THAT WOULD BE THE MOST INEXPENSIVE WAY TO 
10 MEET THEIR PARTICULAR NEEDS. BUT THE ACUTE CARE PHASE OF 
11 THE DISEASE IS STRETCHED OUT OVER THE PERIOD OF YEARS 
12 WHERE A NORMALLY FUNCTIONING INDIVIDUAL, FOR INSTANCE, 
13 LIVING A PRODUCTIVE LIFE UNDER TREATMENT WITH AZT AND 
14 AEROSOL PANTANOMIN (PHONETIC), FOR INSTANCE, WINDS UP 
15 SUDDENLY WITH A PNEUMOTHORAX BECAUSE A HOLE HAS DEVELOPED 
16 IN THE LUNG. 
17 THIS IS NOT AN INDIVIDUAL THAT YOU TAKE INTO 
18 A HOSPICE AND ALLOW TO DIE. THIS IS SOMEBODY THAT NEEDS 
19 TWO WEEKS OF ACUTE CARE HOSPITALIZATION IN ORDER TO BE 
0 RETURNED TO THE NORMAL LIFE THEY WERE LEADING BEFORE THAT 
2 PARTICULAR INSTANCE. AND THE HOSPICE COULD NEVER MEET 
22 THE NEEDS FOR THAT ACUTE CARE. ONLY A HOSPITAL COULD DO 
23 THAT. 
24 IN ADDITION, WE MAINTAIN THAT BY ALLOWING 
25 INSURERS TO USE THE H. I.V. TEST TO DETERMINE 
krrz~.fer~--
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1 INSURABILITY, ISSUES OF CONFIDENTIALITY AND 
2 DISCRIMINATION RELATED TO THE DISCLOSURE OF THE TEST 
3 RESULTS ARE RAISED AND LEFT UNRESOLVED. AND I'M CERTAIN 
4 THAT YOU'VE HEARD MUCH TESTIMONY IN FRONT OF YOU OF THE 
5 LIVES THAT ARE CHANGED ONCE AN INDIVIDUAL IS IDENTIFIED 
6 AS BEING H. I .V. POSITIVE. 
1 PROTECTION OF INDIVIDUAL RIGHTS MUST BE 
8 GUARANTEED CERTAINLY BEFORE ANY WIDESPREAD TESTING OF ANY 
9 SORT IS ALLOWED. AND THAT HAS BEEN THE POSITION OF MY 
10 COMMITTEE AT THE HOSPITAL COUNCIL OF SOUTHERN CALIFORNIA 
11 ON A. I .D.S. ISSUES. 
12 MOREOVER, WE BELIEVE THAT THE DECISION OF 
13 WHO SHALL PAY FOR THE COST OF A. I .D.S. AND OTHER 
14 CATASTROPHIC ILLNESSES CANNOT BE DECIDED BY THE INSURANCE 
15 COMPANIES ALONE. AND ALLOWING THEM TO TEST CERTAINLY 
16 GIVES THEM THAT UNILATERAL RIGHT, SINCE THE PROPOSED 
17 LEGISLATION WOULD SHIFT THE FINANCIAL BURDEN ONTO THE 
18 PUBLIC SECTOR EXCLUSIVELY. 
19 TESTING SHOULD NOT BE ALLOWED UNTIL 
20 ALTERNATIVE MEANS OF FINANCING HEALTH CARE FOR THE 
21 UNINSURED AND UNINSURABLE IS CREATED. ANY FUTURE 
22 SOLUTION TO THE FINANCING OF UNCOMPENSATED CARE WILL 
23 CERTAINLY REQUIRE THE COOPERATION OF BOTH THE PUBLIC AND 
24 PRIVATE SECTORS AND MUST INCLUDE BOTH PROVIDERS AND 
25 PAYORS OF HEALTH CARE SERVICES IN ORDER FOR IT TO BE 
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1 EQUITABLE AND EFFECTIVE. 
2 FINALLY, IN CONCLUSION, THE CALIFORNIA 
3 HOSPITAL INDUSTRY BELIEVES THAT NEW APPROACHES FOR 
4 FINANCING THE COST OF A. I .D.S.-RELATED CARE WILL BE 
5 NECESSARY BEFORE THE INSURERS ARE ALLOWED TO TEST 
6 INDIVIDUALS FOR EXPOSURE TO THE HUMAN IMMUNODEFICIENCY 
7 VIRUS. THIS WHOLE THING CERTAINLY HAS THE CART BEFORE 
8 THE HORSE. 
9 AND TO BETTER EVALUATE ALL FINANCING 
10 OPTIONS, THE LEGISLATURE SHOULD CONSIDER THE FORMATION OF 
11 A SPECIAL COMMITTEE COMPRISED OF REPRESENTATIVES FROM THE 
2 STATE, PRIVATE HEALTH INSURANCE, BLUE CROSS, H.M.O. 
13 INDUSTRY, HEALTH CARE PROVIDERS AND EMPLOYERS, WHICH WILL 
14 BE CHARGED WITH DEVELOPING A FINANCING MECHANISM THAT, 
15 ONE: ECONOMICALLY DISTRIBUTES THE COSTS OF TREATING 
16 A. I .D.S. ACROSS ALL PAYORS AND, TWO: ENSURES THAT 
7 PERSONS WITH A. I .D.S. AND A. I .D.S.-RELATED CONDITIONS 
i8 HAVE ACCESS TO AND CONTINUE TO RECEIVE THE NECESSARY 
19 MEDICAL CARE THAT THEY CERTAINLY DESERVE. 
20 SENATOR WATSON: WE APPRECIATE THAT 
RECOMMENDATION. THAT IS SOMETHING THAT IS DO-ABLE, THAT 
22 WE CONVENE A PANEL TO STUDY THIS ISSUE. AND I HEARD VERY 
23 CLEARLY WHAT YOU WERE INDICATING THAT WE DO NEED TO HAVE 
24 PUBLIC-PRIVATE SECTORS COMING TOGETHER TO ADDRESS THIS 
25 PROBLEM. THE CART BEFORE THE HORSE IS WHAT WE'VE BEEN 
krrz~.fer~~ 
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1 HEARING AND YOU SO RIGHTFULLY DESCRIBED IT. 
2 AND IN ALL REALITY, I THINK THAT MIGHT BE A 
3 STEP, AND I'M GOING TO ASK MS. UITTI TO LOOK INTO 
4 CONVENING SUCH A PANEL TO GIVE US SOME RECOMMENDATIONS. 
5 APPARENTLY WHAT WE'VE SENT TO THE GOVERNOR -- AND SOME 
6 ASPECTS HASN'T WORKED, SOME HAVE, BUT I THINK WE'RE DOING 
7 IT PIECEMEAL. 
8 THAT'S ONE OF THE REASONS WE STOPPED 2900 
9 AND SAID WE'D HAVE A PUBLIC HEARING BECAUSE WE REALLY 
10 NEEDED TO SIT DOWN AND DISCUSS THIS AND HAVE THE INDUSTRY 
11 AS WELL AS PEOPLE REPRESENTING PROVIDERS AND HOSPITALS 
12 AND OTHER FACILITIES COME IN AND BRING THEIR POINT OF 
13 VIEW. I AM VERY TROUBLED BY WHAT IS GOING TO HAPPEN TO 
14 THE COUNTY HOSPITALS, NOT ONLY IN REGARDS TO HOW THEY 
15 TREAT A. I .D.S. PATIENTS, BUT HOW THEY PROVIDE EMERGENCY 
16 SERVICES AND HOW THEY PROVIDE FOR THE INDIGENT AND HOW 
17 THEY ANSWER THEIR OBLIGATIONS. 
18 IT'S VERY, VERY DIFFICULT NOW AND WE HAVE 
19 DWINDLING REVENUES BECAUSE OF SOME THINGS WE'VE DONE IN 
20 THE PAST. BUT WE HAVE TO HAVE INCREASED CREATIVITY AND 
21 INNOVATION IN ORDER TO MEET THE DEMANDS AND THE DEMANDS 
22 IN THIS STATE ARE GROWING DAILY. THANK YOU. 
23 JOHN MORTIMER? 
24 MR. MORTIMER: THANK YOU, SENATOR WATSON, AND 
25 MEMBERS OF THE COMMITTEE. I HAVE NOT SUBMITTED WRITTEN 
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1 TESTIMONY AND I WILL BE BRIEF. I AM D ECTOR OF 
2 GOVERNMENT AFFAIRS AT A. I .D.S. PROJECT LOS ANGELES. WE 
3 ARE A PRIVATE NON-PROFIT ORGANIZATION FOUNDED IN 1982. 
WE CURRENTLY PROVIDE A VAST ARRAY SOCIAL 
5 AND HEALTH CARE SERVICES FOR OUR NEARLY 1,900 PERSONS 
6 WITH A. I.D.S. AND A. I .D.S.-RELATED COMPLEX IN LOS ANGELES 
7 COUNTY. OUR SERVICES INCLUDE CASE MANAGEMENT, INCLUDING 
8 INSURANCE CASE MANAGEMENT, HOME HEALTH AND HOSPICE CARE, 
9 DENTAL CARE, FOOD AND CLOTHING, RESIDENTIAL CARE, 
10 INSURANCE COUNSELING AND INDIVIDUAL AND GROUP MENTAL 
1 HEALTH SERVICES. WE ARE THE SAFETY NET FOR THE SUPPOSED 
12 PUBLIC SAFETY NET OUT THERE. 
3 PRIVATE SOURCES ACCOUNT FOR 70 PERCENT OF 
1 OUR FUNDING WITH GOVERNMENT SOURCES PROVIDING 30 PERCENT. 
15 WE PROJECT THAT OUR CASELOAD WILl INCREASE BY BETWEEN 80 
6 AND 100 HUNDRED PERCENT OVER THE NEXT 12 MONTHS. AT THE 
SAME TIME, WE EXPECT THAT BOTH OUR PUBLIC AND PRIVATE 
8 RESOURCES Will INCREASE AT A MUCH Sl~R PACE. 
AS A MATTER OF FACT. THIS HAS ALREADY BEGUN 
0 TO HAPPEN AND THIS IS TRUE FOR MANY A. I .D.S. 
ORGANIZATIONS THROUGHOUT THE STATE OF CALIFORNIA. WE 
HAVE AlREADY BEGUN TO CUT OTHER AGENCY EXPENDITURES IN AN 
3 ATTEMPT TO MAINTAIN OUR LEVEL OF SERVICES TO OUR CLIENTS. 
24 AND WE ARE ACTUAllY NOT THE FIRST AGENCY TO TRY TO lAY 
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1 CARE OF OUR CLIENTS. 
2 AS IT'S BEEN REALLY SAID BEFORE, THE 
3 A. I.D.S. EPIDEMIC PLAYED OUT AGAINST A HEALTH CARE 
4 SYSTEM, ESPECIALLY A PUBLIC HEALTH CARE SYSTEM THAT IS 
5 ALREADY CRITICALLY ILL. WHEN OUR CLIENTS LOSE THEIR 
6 PRIVATE INSURANCE AND BECOME MEDICALLY INDIGENT OR MUST 
1 RELY ON MEDI-CAL, THEIR NEED FOR OUR SERVICES INCREASES 
8 SIGNIFICANTLY. 
9 PUBLIC POLICY, WHICH PREVENTS THOSE WHO ARE 
10 H. I .V. INFECTED FROM OBTAINING PRIVATE INSURANCE, WILL 
11 PLACE A MUCH GREATER BURDEN ON COMMUNITY ORGANIZATIONS 
12 SUCH AS OURS. AND AS BRENT MENTIONED, IF YOU LOOK AT 
13 WHAT OUR CLIENTS CURRENTLY RELY ON, 22 PERCENT OF OUR 
14 CLIENTS RELY ON MEDI-CAL, 16.6 OF OUR CLIENTS RELY ON 
15 PRIVATE INDIVIDUAL INSURANCE, AND IF THIS LAW HAD BEEN 
16 ENACTED, 2900 HAD BEEN ENACTED A FEW YEARS EARLIER AND 
7 THESE CLIENTS INSTEAD OF BEING ON PRIVATE INDIVIDUAL 
18 INSURANCE WERE NOW ON MEDI-CAL, THE BURDEN AT OUR AGENCY 
9 WOULD BE MUCH, MUCH GREATER. 
20 ALSO, IT'S IMPORTANT TO NOTE THAT IF YOU'VE 
21 BEEN DENIED INDIVIDUAL INSURANCE, IN ALL LIKELIHOOD 
22 YOU'LL BE DENIED GROUP INSURANCE. AND 32.5 PERCENT OF 
23 OUR CLIENTS RELY ON GROUP INSURANCE. I THINK THERE HAVE 
24 BEEN SEVERAL RECOMMENDATIONS AS TO DIRECTIONS FOR THE 
25 COMMITTEE. I AGREE IN A PUBLIC-PRIVATE PARTNERSHIP. 
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THI THAT 2 0 IS PRE~~TUR . 
2 EVEN WHEN IT WAS ATTACHED TO lEGISLATION 
3 liKE ASSEMBLY Bill 600, THE ASSEMBLY OFFICE OF RESEARCH 
4 SAID THAT ASSEMBLY Bill 600 WOULD ONLY PROVIDE --WOULD 
5 ONLY SERVE ABOUT 5 PERCENT OF THE PEOPLE IT INTENDED TO 
6 SERVE PRIMARILY BECAUSE PREMIUMS WOULD BE SO HIGH. AND 
7 IF YOU'RE GOING TO PUT A SYSTEM IN LIKE 600 OR WHAT WAS 
8 IN 
9 SB 6, I THINK YOU NOT ONLY NEED TO PUT THAT SYSTEM INTO 
10 PLACE BUT SEE THAT IT WORKS BEFORE YOU START DENYING 
11 PEOPLE INSURANCE, PUT THEM ONTO IT. 
12 THERE NEEDS TO BE A PERIOD OF TIME THAT IT'S 
13 ACTUALLY IN PLACE AND SEE THAT IT WORKS AND MAKE THE 
14 ADJUSTMENTS NECESSARY TO MAKE IT AN EFFECTIVE 
15 ALTERNATIVE. 
16 ONE PROPOSAL WHICH HASN'T BEEN MENTIONED, 
17 AND I THINK IT'S BEEN DISCUSSED IN THE LEGISLATURE 
18 BEFORE, AND THAT'S THE IDEA OF USING STATE FUNDS, 
19 POSSIBLY MEDICAID FUNDS, TO PAY PEOPLE'S PRIVATE 
20 INSURANCE PREMIUMS WHO WOULD OTHERWISE GO ONTO MEDI-CAL. 
21 SO THE CONCEPT WOULD BE WHAT WOULD BE THE 
22 COST TO THE STATE FOR MEDI-CAL EXPENDITURES FOR THAT 
23 PERSON, AND IF THE COST IS GREATER THAN THE PREMIUM COST 
24 THEN THE STATE WOULD PAY FOR THE PREMIUM. SO IT WOULD 
25 KEEP THE PERSON ON PRIVATE INSURANCE, GIVE THEM GREATER 
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1 ACCESS -- I THINK ACCESS TO A HIGHER lEVEl OF CARE AND 
2 REDUCE SOME OF THE POTENTIAl BURDEN ONTO THE COUNTY 
3 SYSTEMS AND MEDI-CAL. 
4 SENATOR WATSON: UNDERSTAND THAT WAS IN PART OF 
5 SB 6 THAT WAS VETOED, BUT NOTHING EVER DIES SO --
6 MR. MORTIMER: THAT CONCLUDES MY TESTIMONY. THANK 
7 YOU. 
8 SENATOR WATSON: THANK YOU FOR YOUR TESTIMONY. 
9 BILL ROBINSON? 
10 MR. ROBINSON: GOOD MORNING, MADAM CHAIR, AND 
11 MEMBERS OF THE COMMITTEE. MY NAME IS BILL ROBINSON AND 
12 I'M REPRESENTING THE LIFE A. I .D.S. LOBBY. I'M A MEMBER 
13 OF THE LIFE BOARD OF DIRECTORS, AN INSURANCE AGENT FOR 
14 SEVERAL YEARS IN THE LOS ANGELES AREA, AND I'M ALSO 
15 VICE-PRESIDENT OF THE VALLEY BUSiNESS ALLIANCE IN THE 
16 SAN FERNANDO VALLEY. 
17 MUST SAY THAT IN LISTENING TO PREVIOUS 
18 TESTIMONY THIS MORNING AND THE RESPONSES BY THE 
19 COMMITTEE, I FIND IT VERY REASSURING TO WITNESS SUCH AN 
20 IN-DEPTH KNOWLEDGE OF THE ISSUE AND COMPASSION AND 
21 CONCERN FOR THE ISSUE THAT HAS BEEN SHOWN HERE TODAY. 
22 I'M ALSO BOTHERED THAT THE REPRESENTATIVES 
23 FOR THIS ISSUE OF 2900 WHO SPOKE THIS MORNING CARED SO 
24 LITTLE TO HEAR THE OTHER SIDE. I BELIEVE ALL BUT ONE HAS 
25 LEFT, AND THAT KIND OF SAYS WHAT ClOSED-MINDEDNESS --
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NG, THE OTHER SIDE 
AND UNDERSTAND THEM BETTER. 
AND I AlSO WANT TO BRING UP THE SSUE 
ME THAT AB 2900 DOES NOT NECESSAR E 
THE SMAll GROUP OF EMPLOYERS WITH lESS THAN 15 EMPLOYEES, 
6 WHICH TODAY AT lEAST, IS TRADITIONAllY THE THRESHOLD 
CH -- BELOW WHICH THERE ARE HEALTH QUESTIONS AND THERE 
8 ARE MEDICAl UNDERWRITING. AND I HAVE REASON TO BELIEVE 
9 THAT AT lEAST THE INTENT OF THE INSURANCE WOULD BE, IF 
0 THE LAW AT All AllOWS TO DO H. I.V. TESTING HOW£VER --ON 
1 WHATEVER THE CRITERIA THEY SET UP, WHICH MEANS WE WOULD 
12 BE TALKING ABOUT A GREAT DEAl MORE PEOPLE AFFECTED THAN 
3 THOSE THAT BUY INDIVIDUAl INSURANCE. 
UNLIKE liFE INSURANCE, MADAM CHAIR, I WOULD 
5 liKE TO POINT OUT THERE IS NO THRESHOLD FOR THE AMOUNT OF 
6 COVERAGE FOR HEALTH INSURANCE, THAT YOU JUST DON'T 
HEALTH INSURANCE BY AMOUNTS, SUCH AS LIFE 
INSURANCE OF 50,000 DOESN'T REQUIRE AND 150 MIGHT. 
VARIATIONS ON DEDUCTIBLES ON HEALTH PLANS CERTAINLY DON'T 
APPRECIABLY AFFECT THE CLAIMS RISK IN DETERMINING WHEN 
THEY WOULD AND WOULDN'T TEST. 
BUT WHAT I HAVE SEEN IS AN AGENT MANY TIMES 
DO SELECTIVE LIFESTYLE SCREENING FOR HEALTH INSURANCE 
4 APPLICANTS. FOR EXAMPLE, A SINGLE MALE, AGE 35, ll VI NG 
25 IN A WEST HOLLYWOOD ZIP CODE VERSUS THE SAME MALE LIVING 
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1 IN TURLOCK, CALIFORNIA WOULD NOT HAVE THE SAME CRITERIA 
2 WITHOUT ANY MEDICAL HISTORY MAKING ANY DIFFERENCE. 
3 I FEAR THAT H. I .V. TESTING BY HEALTH 
4 INSURANCE COMPANIES WOULD ABSOLUTELY BE DONE IN SUCH A 
5 DISCRIMINATORY BASIS. LIFE HAS BEEN CONSISTENTLY OPPOSED 
6 TO EFFORTS IN THE CALIFORNIA LEGISLATURE TO APPEAL ANY 
7 RESTRICTIONS ON THE USE OF H. I .V. TESTING FOR INSURANCE 
8 ELIGIBILITY. 
9 OUR OPPOSITION IS BASED ON THREE MAJOR 
10 POINTS. FIRST, THE HEALTH INSURANCE INDUSTRY HAS YET TO 
11 DEMONSTRATE THAT IT WILL NEEDLESSLY SUFFER BECAUSE OF THE 
12 A. I .D.S. EPIDEMIC. YES, TO CARE FOR PEOPLE WITH A. I .D.S. 
13 IS GOING TO COST MONEY AND, YES, HEALTH INSURANCE, HEALTH 
14 INSURERS WILL HAVE TO CARRY SOME OF THE BURDEN. BUT IT 
15 IS A BURDEN THAT THE INDUSTRY IS NOT CARRYING ALONE. 
16 WE HAVE ALREADY DOCUMENTED TODAY THAT IT IS 
17 EQUALLY SHARED BY GOVERNMENT HEALTH PROGRAMS AND 
18 INDIVIDUALS WITH A. I .D.S. AND THEIR FAMILIES. CLEARLY, 
19 THE COST CAN BE MINIMIZED BUT ONLY IF HEALTH INSURERS PAY 
20 FOR INNOVATIVE CARE AND TREATMENT INSTEAD OF COSTLY AND 
21 OFTEN UNNECESSARY EXTENDED HOSPITAL STAYS. AND THEY USE 
22 THOSE EXAMPLES TO DRIVE UP THE COST. 
23 SECOND, THE PUBLIC HEALTH SYSTEM SIMPLY 
24 CAN'T ABSORB A SUDDEN INFLUX OF THE NEWLY UNINSURABLES. 
25 NEW YORK STATE'S PROHIBITION ON H. I .V. TESTING FOR 
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1 INSURANCE HAS CURRENTLY BEEN ENJOINED PENDING LITIGATION. 
2 IN THE MEANTIME, NEW YORK CITY'S PUBLIC HOSPITALS ARE 
3 OVERWHELMED BY A. I .D.S. PATIENTS. 
4 OVER 40 PERCENT OF All A. I .D.S. PATIENTS, 
5 69 PERCENT OF WHICH ARE COVERED BY MEDICAID, ARE IN 
6 NBN YORK'S PUBLIC HOSPITALS FOR WHICH MEDICAID COVERS 
7 ONLY 62 PERCENT OF THE COST. 
8 THIRD, THE HEALTH INSURANCE INDUSTRY WANTS 
9 TO USE H. I .V. TESTS FOR PREDICTOR TESTS FOR A. I .D.S. 
10 THERE IS NO TEST ON THE MARKET TODAY, OR IN CliNICAl 
11 STUDIES, WHICH Will PREDICT WHETHER A PERSON Will COME 
12 DOWN WITH A. I .D.S. THERE IS A VARIETY OF PREDICTIONS 
13 AMONG RESEARCHERS AS TO WHAT PERCENT OF H. I .V. POSITIVE 
14 PEOPLE Will EVER CONVERT TO A.I.D.S. 
15 EVEN IF THOSE RESEARCHERS WITH THE GLOOMIEST 
16 PREDICTIONS ARE CORRECT, THE LIFE SPAN OF AN H.I.V. 
17 POSITIVE PERSON MAY EXTEND INTO DECADES BEFORE THE ONSET 








THERE ARE MANY PEOPLE WHO HAVE LIVED WITH H. I .V. 
INFECTIONS SINCE THE BEGINNING OF THE EPIDEMIC WHO HAVE 
NOT EXHIBITED ANY SYMPTOMS. 
IN ADDITION, THERE ARE A NUMBER OF PEOPLE 
ACROSS THE NATION WHO HAVE liVED WITH THE DIAGNOSIS OF 
A. I .D.S. FOR THREE, FOUR AND FIVE YEARS. AND WHILE 
GRANT YOU THAT THAT NUMBER IS RELATIVELY SMAll, THE FACT 
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1 THAT THEY ARE SURVIVING MUCH LONGER THAN THE AVERAGE LIFE 
2 EXPECTANCY OF A PERSON WITH A. I .D.S. DEMONSTRATES THAT 
3 A. I .D.S. IS NOT NECESSARILY A SWIFT AND SURE KILLER. 
4 BUT IN ORDER TO SURVIVE, THESE PEOPLE NEED 
5 ACCESS TO QUALITY MEDICAL CARE, THE KIND OF QUALITY THAT 
6 IS AVAILABLE THROUGH PRIVATE HEALTH INSURANCE. THIS 
7 QUALITY COULD ALSO BE AVAILABLE UNIVERSALLY THROUGH THE 
8 PUBLIC HEALTH SYSTEM IF THE SYSTEM WAS NOT STRETCHED SO 
9 THIN ATTEMPTING TO CARE FOR OTHER UNINSURED AND 
10 UNINSURABLE CITIZENS. THE LOSS OF HEALTH INSURANCE FOR 
11 H. I.V. POSITIVE PEOPLE DOES NOT IMPACT JUST CARE FOR 
12 A. I .D.S. AND A.R.C. 
13 THE UNINSURABLE WOULD BE UNABLE TO OBTAIN 
14 MEDICAL -- ROUTINE MEDICAL CARE. AN INSURANCE COMPANY 
15 WOULD NOT COVER THE COST OF A BROKEN LEG OR AN 
16 APPENDECTOMY AND THAT WOULD FURTHER EXACERBATE THE BURDEN 
17 OF THE PUBLIC HEALTH SYSTEM. 
18 THE CONGRESSIONAL OFFICE OF TECHNOLOGY 
19 ASSESSMENT HAS WARNED THAT HEALTH INSURERS' USE OF H. l.V. 
20 TESTS TO PREDICT A. I .D.S. IS A PRECURSOR TO A BROADER 
21 ARRAY OF PREDICTORY TESTS THAT THEY COULD ULTIMATELY 
22 AFFORD THE INSURANCE INDUSTRY THE ENVIABLE POSITION OF 
23 INSURING ONLY THOSE AMERICANS WHO ARE SIMPLY NOT EVER 
24 GOING TO REQUIRE ANY MAJOR MEDICAL CARE. 
25 AND THIS TREND WOULD INSTITUTIONALIZE THE 
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1 EXISTING TWO-TIERED MEDICAL 
2 WOULD BE QUALITY CARE FOR PEOPLE WHO VERY HEALTHY 
3 LIKELY TO REMAIN SO VERSUS MARG NAL CARE 
4 MAY OR MAY NOT EVENTUALLY FER 
5 CONDITION. 
6 I ALSO FIND IT VERY ALARMING FE 
7 INSURANCE PLANS HAVE ASKED ST FOR 
8 APPLICANT'S SMOKER STATUS AND CHARGE 30 TO 50 PERCENT 
9 HIGHER INSURANCE PREMIUMS FOR SMOKERS, THAT 90 PERCENT OR 
10 MORE OF All HEALTH INSURANCE PLANS, INDIVIDUAL AND GROUP, 
11 NEVER EVEN ASK ABOUT ONE'S SMOKER STATUS, DO NOT TEST FOR 
12 IT, WHICH WILL BE DONE WITH H.O.S. SPECIMENS FOR LIFE 
13 INSURANCE AND CHARGE THE SAME RATES FOR SMOKERS AS 
14 NON-SMOKERS. 
15 THIS IS IN SPITE OF THE WELL-DOCUMENTED 
16 HEALTH RISKS CAUSED BY SMOKING WHICH I DO NOT NEED TO 
7 DOCUMENT HERE. IT' VERY D SCR lNG HEALTH 
18 INSURANCE PLANS TO WANT TO TEST H. I. STATUS AND YET 
19 IGNORE SMOKING RISKS. 
20 FINALLY, L F THAT DEBATE OVER 
21 H. I.V. TESTING FOR HEALTH INSURANCE S FAR TOO PREMATURE. 
22 STATE AND NATIONAL LEADERS I PUBL C AND PRIVATE 
23 SECTORS MUST RESOLVE THE CRIPPLING PROBLEMS OF THE PUBLIC 
24 HEALTH SYSTEM BEFORE ~ ENGAGE ANY DEBATE OVER ADDING 
25 PEOPLE TO THE RANKS OF THE UNINSURED. 




1 AND AS AN INSURANCE AGENT, I BELIEVE THE 
2 HEALTH INSURANCE INDUSTRY CAN BEST ABSORB AND 
3 ADMINISTRATE AND HANDLE THE CASH FLOW OF MONIES FOR THE 
4 HEALTH CARE OF THOSE H. I .V. POSITIVE PEOPLE FOR THOSE WHO 
5 DO EVENTUALLY DEVELOP A. I .D.S. 
6 YES, IT MAY CAUSE EVERYONE TO PAY A SOMEWHAT 
7 HIGHER HEALTH INSURANCE PREMIUMS, BUT IT WILL BE A LOT 
8 LESS THAN THE PAYING FOR IT THROUGH HIGHER TAXES THAT 
9 EVERYONE WILL BE PAYING IF WE THROW THE BURDEN ONTO THE 
10 PUBLIC HEALTH SYSTEM AND LEAVE THE INSURANCE COMPANIES 
11 WITH ONLY THE HEALTHY PEOPLE, RICH PROFITS AND AVOIDING 
12 THEIR RESPONSIBILITIES. 
13 BRENT'S REFERENCE TO THE TRANSAMERICA 
14 POSITION PAPER IN 1985, A KEY PARAGRAPH SAYS THAT A 
15 FUNDAMENTAL PREMISE OF THIS PAPER IS THAT A. I .D.S. SHOULD 
16 BE COVERED BY GROUP HEALTH PLANS EXACTLY THE SAME AS ANY 
17 OTHER SERIOUS LIFE THREATENING DISEASE; HOW£VER, THE 
18 ACTUAL OR POSSIBLE CONCENTRATIONS OF HIGH RISK 
19 INDIVIDUALS IN GEOGRAPHIC AREAS OR BY EMPLOYER ADD AN 
20 EXTRA DIMENSION TO A. I .D.S. WHEN COMPARED WITH OTHER 
21 DISEASES. 
22 THEREFORE, A STOP LOSS REINSURANCE POOL 
23 WITHIN THE INSURANCE INDUSTRY, NOT ONE OPERATED BY THE 
24 STATE WITH ONLY UNINSURABLE PEOPLE, WOULD SEEM TO BE THE 
25 APPROPRIATE APPROACH FOR MAINTAINING STABILITY OF 
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1 INDIVIDUAL AND GROUP HEALTH P 
2 INSURANCE COMPANY ITH A GREAT OF UNDERSTANDING AND 
3 COMPASSION IN THIS SSUE LV NOT 
4 SHARED BY THE ~~JOR TV 
5 ~ STRONGLY URGE THE LEGISLATURE AND THE 
6 GOVERNOR TO CORRECT THE DISASTROUS PROBLEMS MED 
7 CARE FOR THE UNINSURED, NOT FOR TUENCY 
8 THAT LIFE REPRESENTS, BUT FOR ALL CALIFORNIANS. AND THEN 
9 LET'S SIT DOWN AND REV18N AGAIN WHETHER IT'S 
10 COMPASSIONATE, PRUDENT AND APPROPRIATE TO PERMIT HEALTH 
11 INSURERS TO USE H. I .V. TESTS FOR THEIR UNDERWRITING 
12 PROCESSES. 
13 THANK YOU VERY MUCH. 
14 SENATOR WATSON: THANK YOU VERY MUCH. I THINK YOU 
15 HAD A COUPLE OF QUESTIONS. 
16 MR. BIANCO: THANK YOU, MADAM CHAIRMAN. THESE ARE 
17 QUESTIONS REALLY ADDRESSED TO Al OF YOU AND BASED UPON 
18 EXPERIENCE YOU CAN RESPOND OR NOT RESPOND. AND 
19 RECOGNIZE WHAT YOU'RE ABOUT TO SAY MAY NOT NECESSAR LV 
20 PUT YOU IN FAVOR OF ONE TH NG OR ANOTHER SO DON'T TAKE 
21 THAT WAY. 
22 IF lEGISLATION ~RE CREATED SUCH AS 6 OR 600 
23 PROPOSED AND IT INCLUDED THE ABIL TV FOR THAT ENTITY, 
24 THAT HEALTH NSURANCE ENT TV 
25 
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1 PROCESS FOR INSURANCE, AND~ WILL USE THE BEST TEST 
2 AVAILABLE INCLUDING THE ~STERN BLOT, ELISA, WOULD YOU BE 
3 OPPOSED TO THAT? 
4 IN OTHER WORDS, A PERSON WOULD TEST, BUT THE 
5 PERSON WOULD STill GET THEIR HEALTH COVERAGE. THIS IS 
6 THE FIRST PART. THERE IS A FOLLOW-UP TO THIS. 
7 WHAT IS YOUR REACTION TO THAT? 
8 MR. MORTIMER: I WOULD OPPOSE THAT. LET ME TELL 
9 YOU WHY. I THINK WHAT I WOULD CERTAINLY SUPPORT IS 
10 EDUCATION OF INDIVIDUALS LET'S CAll IT A HEALTH 
11 PLAN -- IN THAT HEALTH PLAN AS TO THE RISKS OF A. I .D.S. 
12 AND IF THERE ARE EARLY TREATMENTS AVAILABLE, PROPHYLACTIC 
13 TREATMENTS, FOR EXAMPLE, LIKE AZT PERHAPS AS IT IS 
14 TURNING OUT TO BE, THEN PERHAPS TESTING COULD BE 
15 ENCOURAGED FOR THOSE PEOPLE, BUT I WOULD NOT REQUIRE IT. 
16 I WOULD DO IT NO DIFFERENTLY PERHAPS THAN 
17 HOW MOST PHYSICIANS CURRENTLY DO IT. IF IT'S AN 
18 IMPORTANT INFORMATION TO GET FOR AN INDIVIDUAL TO MAKE 
19 HEALTH DECISIONS, THEN THEY SHOULD MAKE THAT DECISION 
20 WHETHER OR NOT TO GET IT. BUT IT SHOULD BE AN INDIVIDUAL 
21 DECISION NOT ANYTHING THAT IS MANDATED. ALSO YOU MIGHT 
22 DRIVE PEOPLE AWAY FROM SEEKING THAT COVERAGE, AND USING 
23 THAT PLAN IF YOU MANDATED TESTING. 
24 ~ ARE ONLY A FEW YEARS INTO THE EPIDEMIC 
25 WHERE TESTING HAS BEEN AVAILABLE AND THERE HAS BEEN LOTS 
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1 OF FEARS AND CONCERNS WHI 
2 LOOK AT PROPOS ON 102 WHERE NG A 
3 PUNITIVE WAY AGAINST PEOPLE. 
4 MR. Bl OKAY. IF 
5 MR. ROBINSON: I'M CONFUSED BY THE QUEST! 
6 THE STANDPOINT IF YOU'RE SAYING THE PERSON 
7 GET COVERAGE, UNL KNOW HOW MUCH MORE 
8 COMPANY CAN CHARGE FOR THAT COVERAGE OR IF THEY'RE GOING 
9 TO EXCLUDE A. I .D.S. BENEFITS, THEN I CAN'T ANSWER THAT 
10 QUESTION. 
1 1 MR. BIANCO: THAT WAS THE SECOND PART. GO AHEAD. 
12 MR. NANCE: I THINK I WOULD BE OPPOSED ALSO. ONE 
13 OF THE INTERESTING ISSUES ABOUT TESTING FOR H .. V. IS THE 
14 ISSUE OF DISCRIMINATION. THAT'S WHAT 102 IS ABOUT AND I 
15 THINK IN PART THAT'S WHAT WE'RE HERE ABOUT TODAY ALSO. 
16 PEOPLE DO LOSE THEIR JOBS. PEOPLE DO LOSE THEIR HOUSING. 
7 PEOPLE DO LOSE THEIR NSURANCE B OF POS VE 
18 ANTIBODY TEST. 
19 IF WE HAD F GUARANTEES OF 
20 NON-DISCRIMINAT ON AND LOVMENT NSURANCE 
21 FOR THOSE PEOPLE WHO TESTED POS T VE AND GUARANTEE 
22 CONF DENT AL TV SO THAT THE 
23 TEST RESULT, I PERSONALLY BE OPPOSE HAV NG 
24 A PUBLIC TEST DONE. 





1 LET'S THEN SAY THAT THE LEGISLATURE PASSES 
2 SOME BILL IN THE FORM OF AB 2900 THAT GIVES THAT VERY 
3 GUARANTEE THAT THE PRIVATE SECTOR NON, JUST THE 
4 PRIVATE SECTOR IS AlLONED TO TEST AND THAT THE ENTITY 
5 THAT IS CREATED TO PROVIDE HEALTH COVERAGE DOES NOT DO 
6 THE TEST BUT IT PROVIDES HEALTH CARE COVERAGE AND IT 
7 PROVIDES THREE TYPES OF POLICIES. 
8 THE FIRST POLICY IS A MEDICAL BENEFITS 
9 POLICY WHOSE PREMIUM IS NOT MORE THAN $100 A MONTH. SO 
10 IT COVERS EVERYONE FOR BASIC HEALTH COVERAGE. THE SECOND 
11 THING IT PROVIDES IS AN OPTION TO BUY OTHER COVERAGES 
12 SUCH AS OUTPATIENT MENTAL HEALTH COVERAGE, ACUTE SEVERE 
13 DISTRESS. AND THE THIRD LEVEL THAT'S AVAILABLE FOR 
14 PURCHASE WHERE THERE WOULD BE CAPPED PREMIUMS AT THAT 
15 LEVEL WOULD BE CATASTROPHIC. 
16 AND I 'LL Gl VE YOU THE EXAMPLE OF WHAT I'M 
17 SAYING. THAT YOUR MINIMUM POLICY WOULD BE 30 DAYS OF 
18 HOSPITALIZATION BUT YOUR CATASTROPHIC COVERAGE WOULD GO 
19 UP TO 100 DAYS OF HOSPITALIZATION AND SO THEN YOU WOULD 
20 TREAT A. I .D.S. AND All OTHER CATASTROPHIC DISEASES IN 
21 TERMS OF SERVICES PROVIDED IN THE FORM OF BENEFITS AT THE 
22 SAME LEVEL AT THAT OPTION. 
23 WHAT'S YOUR REACTION TO THAT IN TERMS OF 
24 PEOPLE YOU HAVE TALKED WITH AND DEALT WITH WHO HAVE NO 
25 COVERAGE TODAY, THAT A SYSTEM-- AS THEY WENT ALONG 
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1 BEFORE THEY NEEDED THAT HIGHER E 
2 DO YOU THINK? 
3 MR. NANCE: IT'S AN INTERESTING TH 
4 ~ HAVE DISCUSSED SIM LAR ITEMS N 
5 THINK WHAT YOU WOULD END UP WITH IS THOSE PEOPLE WHO 
6 SUSPECTED THEY ~RE GOING TO NEED CATASTROPH C COVERAGE 
1 WOULD BUY THE WHOLE PACKAGE AND YOU WOULD HAVE ADVERSE 
8 SELECTION AGAINST THE PLAN EVEN THOUGH THEY HAVE TO 
9 PAY A HIGHER RATE FOR THAT CATASTROPHIC BENEFIT. 
10 HAVE A SEVERE PROBLEM WITH CAPPED HOSPITAL 
1 1 DAYS. THINK HOSPITAL DAYS MAY BE OVERUSED PEOPLE 
12 WITH A. I .D.S., BUT IT'S NOT INFREQUENT THAT A PERSON IS 
13 HOSPITALIZED FOR TWO ~EKS, AT TIMES FIVE OR SIX TIMES 
14 DURING THE STAGE OF THEIR PROCESS. AND IF YOU CAP IT AT 
15 30 DAYS OR 100 DAYS, YOU MAY END UP WITH AN INDIVIDUAL 
16 WHO'S FORCED INTO THE PUBLIC SECTOR AGA N BECAUSE THEY 
17 NEED A HOSPITAL LEVEL OF CARE THAT THE POL CY HAS RUN OUT 
18 OF BENEFITS ON. 
19 MR. BIANCO: WELL, THE LE YOU JUST GAVE ME, 
20 MR. NANCE, WAS YOU JUST GAVE ME 84 DAYS, 6 TIMES 14. SO 
21 YOU ARE OUT TO 100. I'M TALKING ABOUT 100 DAYS. 
22 MR. NANCE: MAYBE THE HOSPITAL ADMINISTRATOR COULD 
23 ANS~R THAT. I KNOW AT LEAST FIVE CASES WHERE THERE IS A 
24 120-DAY LIMIT IN A NEW YORK BLUE CROSS/BLUE SHIELD POLICY 






2 MR. BIANCO: MR. GOLDBERG, WOULD THAT PRODUCE AN 
3 UNFAIR BURDEN ON THE 
4 MR. GOLDBERG: NO, I DON'T HAVE A PROBLEM WITH THE 
5 NUMBER OF DAYS PART BECAUSE~ HAVE, AT THIS POINT IN 
6 TIME OVER THE LAST THREE YEARS, REDUCED THE LENGTH OF 
1 STAY TO UNDER TEN DAYS. AND IT KEEPS GOING DOWN. SO 
8 THAT'S NOT THE PROBLEM. 
9 THE PARTS I GUESS I DON'T UNDERSTAND ARE THE 
10 MARKET BASKET APPROACHES TO LEVELS OF INSURANCE, IS WHY 
11 WOULD YOU STILL HAVE TO TEST? YOU COULD HAVE THAT POLICY 
12 AND STILL 
13 MR. BIANCO: YOU WOULDN'T IN THE SECOND EXAMPLE I 
14 GAVE. 
15 MR. GOLDBERG: THERE'S NO NEED TO TEST. SOMEBODY 
16 COULD JUST SELECT IF THEY WANTED TO FOR WHATEVER REASON. 
17 SO YOU'D GET AN ADVERSE SELECTION FOR SURE. 
18 MR. MORTIMER: AND IN THE SECOND EXAMPLE YOU GAVE, 
19 SOMEONE KNOWING THEIR ANTIBODY STATUS MIGHT BE A GOOD 
20 THING FOR THEM TO MAKE A MORE INFORMED CHOICE, BUT AGAIN 
21 THAT WOULD BE A CHOICE FOR THE INDIVIDUAL TO MAKE NOT TO 
22 IMPOSE UPON THE PERSON. 
23 SENATOR WATSON: THANK YOU SO MUCH TO THIS PANEL. 
24 AND IS ABBE LAND OR MARYANN O'SULLIVAN HERE? IS THE 
25 REPRESENTATIVE FROM THE CALIFORNIA MEDICAL ASSOCIATION IN 
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1 THE AUDIENCE? IF SO, WOULD YOU 
2 IF THOSE PEOPLE ARE NOT HERE, ~HAVE 
3 FINISHED OUR WITNESSES. IS THERE ANYONE THE 
4 AUDITORIUM THAT WISHES TO MAKE A STATEMENT? ALL RIGHT. 
5 WE HAVE FINISHED THE WITNESSES ON OUR 
6 AGENDA. IN SUMMARIZING OUR HEARING TODAY, IT IS QUITE 
7 OBVIOUS TO US THAT THE BILLS THAT HAVE PASSED INTO LAW, 
8 SB 600, SB 6 AND AB 600, SB 6 WAS VETOED, AB 2900 BECOMES 
9 THE SUBJECT OF THIS HEARING, ARE REALLY NOT EFFECTIVE 
10 ALONE. 
11 THAT WHAT WE HAVE TO 00 IS COME TO GRIPS 
12 WITH A BURGEONING PROBLEM TO OUR HEALTH CARE SYSTEM, BOTH 
13 PUBLIC AND PRIVATE. WE ARE JUST NOW RECOGNIZING THE 
14 VIRUS AND ITS DEVASTATING EFFECT ON INDIVIDUALS AND THE 
15 PUBLIC AS A WHOLE. WE STILL HAVE THOSE WHO ARE HOLDING 
16 OUT TREATING THIS DISEASE WITH PUNISHMENT RATHER THAN 
17 WITH TREATMENT, UNDERSTANDING AND PREVENTION. 
18 SO ~'RE AT THE FIRST STEPS. SEE US GOING 
19 TO THE NEXT STEP THAT IS COM NG TOGETHER AND PLANNING 
20 TOGETHER WITH THE RESEARCH COMMUNITY BEHIND US, THE 
21 MEDICAL COMMUNITY BEHIND US, THE HEALTH INSURERS BEHIND 
22 US AND ALL OTHER INTERESTED PART ES, TRYING TO LAY OUT A 
23 PLAN. 
24 CERTAINLY THE PUBLIC SECTOR WILL HAVE TO 
25 TAKE THE LEAD. IT IS A PUBLIC HEALTH PROBLEM. AND I 
1600 EAST FOURTH STREET, SUITE 220 
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1 THINK MEDICAID FUNDS AND MEDI-CAL FUNDS WILL BE THE 
2 MAINSTAY. THE PRIVATE SECTOR HAS TO RELIEVE THE PUBLIC 
3 SECTOR. THE PRIVATE PROPRIETARY HOSPITALS HAVE TO ENTER 
4 INTO THIS PARTNERSHIP AS WELL AS THE HEALTH INSURANCE 
5 INDUSTRY, BOTH INDIVIDUALLY AND AS GROUPS. 
6 WE MUST SAY, COME TOGETHER AND TREAT IT AS A 
7 RESPONSIBILITY THAT WE All HAVE. THERE IS NOTHING 
8 CONCLUSIVE THAT WE HAVE DECIDED TO DO TODAY, BUT I CAN 
9 SAY THIS: WE ARE GOING TO GO BACK TO THE DRAWING BOARD 
10 AS A COMMITTEE. WE WILL BE CONVENING IN A GROUP WHETHER 
11 LEGISLATIVELY OR WE'll JUST CALL A GROUP TOGETHER, BUT 
12 THERE WILL BE FORWARD MOMENTUM. 
13 IN TERMS OF AB 2900, I THINK THAT HAS TO BE 
14 PUT ON THE SHELF UNTIL WE WORK THROUGH SOME OTHER 
15 PROBLEMS. I THINK WE HAVE TO CONSIDER THE RELIEF FOR THE 
16 COUNTY HEALTH SYSTEM. WE HAVE TO CONSIDER OUR REVENUES 
17 AT THE STATE LEVEL. WE HAVE TO CONSIDER SOME PRIORITIES 
18 THAT WE WERE GRAPPLING WITH. WE HAVE TO TO GET THROUGH 
19 THIS ELECTION. 
20 HOPE THAT PROPOSITION 99 PASSES. THAT'S 
21 GOING TO BE HELPFUL FOR THE PEOPLE, HELPFUL TO THE WHOLE 
22 HEALTH CARE SYSTEM IF IT DOES. AND SO WE DO HAVE SOME 
23 THINGS THAT MUST OCCUR NOW. BUT WHILE WE ARE PLANNING, 
24 WE MUST ADDRESS THE CRITICAL ISSUE OF HOW TO PROVIDE CARE 
25 RIGHT NOW FOR THE PEOPLE WITH A. I .D.S. 
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ARE GO LATI 
2 WE'RE NOT GOING CONTINUE TO ALLOW LEGISLATION TO PASS 
3 THAT IS PUNI VE. I DON' ARE GOI TO DO 
4 MANDATORY TEST NG FOR A LONG ME, F EVER, NK 





CONFIDENT ALITY PROV SION SO THAT WE CAN BE SURE THAT WE 
REDUCE THE lTV TO DISCRIMINATE AGAINST THESE 
PEOPLE WITH THIS SERIOUS PROBLEM. 
WE ARE IN AN EPIDEMIC AND WE HAVE TO FACE IT 
10 THAT WAY. IT'S GOING TO TAKE ALL OF US DOING OUR PARTS 
11 AND OUR PLACE TO MEET THIS CHALLENGE HEAD ON. 
12 I THANK YOU FOR COMING. THERE Will BE 
13 TRANSCRIPT OF THIS HEARING READY IN A FEW WEEKS. YOU MAY 
14 CONTACT MY FICE. BASED ON THE NPUT OF ALL OF YOU, WE 
15 WILL BE PULLING OUT EXCERPTS THAT WI L GIVE US SOME 






P ECES OF LEG SLAT ON. YOU Will 
ITTEE CONVENED THAT WE" 
WITH THAT, WOULD LIKE 
SEE lVliO OR THREE 
THE KINO OF 
TALKING SO 
THE HEAR NG OF THE 
21 HEALTH AND HU~AN SERV CES COMMITTEE AND THANK ALL OF YOU 
22 ATTENDING. 
23 





I, NANCY A. NE! SON 
DO HEREBY CERTIFY: 
THAT THE FOREGOING TRANSCRIPT OF PROCEEDINGS WAS 
TAKEN BEFORE ME ON October 27 1988 -----------------------
AT THE TIME AND PLACE THEREIN SET FORTH, AND WAS TAKEN. 
DOWN ~y ME IN SHORTHAND, AND THEREAFTER T~ANSCRIBED INTO 
TYPEWRITING UNDER MY DIRECTION AND SUPERVISION; 
AND I HEREBY CERTIFY THAT THE FOREGOING 
TRANSCRIPT OF PROCEEDINGS IS A FULL, TRUE AND CORRECT 
TRANSCRIPT OF MY SHORTHAND NOTES SO TAKEN. 
I FURTHER CERTIFY THAT I AM NEITHER COUNSEL 
FOR NOR RELATED TO ANY PARTY TO SAID ACTION, NOR IN 
ANYWISE INTERESTED IN THE OUTCOME THEREOF. 
IN WITNESS WHEREOF. I HAVE HEREUNTO 






HEALTH AND HUMAN SERVICES 
TESTING APPLICANTS FOR ) 





Senate Hea th a 
arding "Tes ng 
for HIV Infection ( 
Human 
lica 
ect Mat e 
164 
the Hea h Ins ranee This testimony is presented on beha f o 
Assoc ation of America (HIAA), to addres 
290 relating to health insurer testing 
he issues raised in AB 
V i ect on. 
The Health Insurance Association of Amer ca a nal 
trade association with 300 member companies, whic represents 
approximately 85% of the commercial health insurance business 
written in the United States today. Many of our member compa ies 
current do business in California, a therefore, the H AA s 
keenly interested in the su ect currently before the Comm ttee. 
For the health insurance industry, the prime concern regarding AIDS 
and HIV-related problems is continued maintenance of a fair 
insurance application process for millions of policyholders and 
applicants. If the vast majority of individuals may face medical 
tests, or be questioned about their health conditions before 
coverage is issued, why should people at hi risk for HIV-related 
illnesses be treated any differently? And, if HIV infection is 
treated differently, what kind of precedence does this set for the 
industry's risk classification system as a whole? 
We do not agree that there should be a distinction made between life 
and health insurance and the use of HIV antibody tests. Using such 
ests minimizes chances of anti-selection--a problem that affects 
health nsurance as well as life insurance. The health insurance 
industry does not seek "increased" underwriting or testing 
authority. We merely wish to retain the ability to use standard 
underwriting practices currently available to us. Those practices 
include asking applicants about the state of their health and any 
previous treatment received, and using ical tests when more 
information is needed. 
We have suggested in numerous forums at the ere tion of high-risk 
pools for alth insurance is one way f ay ng for the care of 
people th AIDS, as well for ot peopl who are uninsurable for 
hea th reasons. Curren , 16 s ates ave pools o have passed 
legislat o creating pools for uninsura e ndividua s. HIAA 
supported AB 600 and SB 6 -- bills that wou d have created a pool 
for all California residents who are medically uninsurable. 
With respect to the T-cell test of the immune system, it does not 
est for a broader range of antibodies ha HI related tests. The 
test determines the ratio of T-helper cells to T-suppressor cells; 
it has nothing to do with antibodies. The T-cell test which has 
been used for many years, detects a compromi immune system --
which can be caused by HIV infection, hepatitis, mononucleosis or a 
number of other health conditions. 
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we would like to note for the record the number of jurisdictions 
that currently prohibit HIV-antibody testing by insurers. Only 
California and the District of Columbia have such laws. 
Finally, regarding confidentiality, HIAA believes the industry has 
an excellent record in this area. Indeed, there is no compelling 
evidence that confidentiality problems exist in the 49 states where 
antibody testing is permitted. 
John R. Mathews 
Senior Counsel 
Health Insurance Association 
of America 
October 27, 1988 
3 . N2w nformation about HIV infection 
emer to solve question a 
AIDS. HIV and AIDS have s 
p ce d popula ion group as to 
v rus p oduces sease. A 
entitled "Confronting AIDS -
Medicine and the National Ac 
ev dence that HIV causes AIDS is sc 
"the 
y cone usive." 
Current information suggests that perso s ro 
that is, carrying anti ies - for wil ly r s 
to AIDS if no treatment is found to slow or halt progression 
of the infection. From a study of a cohort of 84 homosexual and 
bisexual San Francisco men, researchers have produced a 
stat stical model which predicts that 99% of hose nfec ed 
IV will eventually develop AIDS. The results of his st 
published on June 3, 1988 in Science, Volume 240, indicat tha 
the average incubation period in homosexual men is 7.8 years - a 
figure similar to that found amoung infected transfusion 
recipients - and that chances of becoming ill increase 
s gnificantly over time. incubation period could be as long 
as 15 years. 
HIV infection manifests itself in a variety of conditions, which 
complicate efforts to define the disease AIDS. I has long been 
apparent that many HIV infected persons suffer from clinical 
syndromes and laboratory test abnormalities wh ch signal the 
presence of disease but do not meet CDC criteria for AIDS. The 
Institute of Medicine and t National Academy of Sciences now 
believe that HIV infection itself should be considered a 
disease. The Committee for the Oversite of AIDS Activities no 
longer believes that the term ARC is useful e ther from a 
clinical or from a public health perspective. 
V ewing HIV infection as a disease is essential because it may 
event ally be arne able to treatmen , a atie will to 
be diagnosed and treated as early as possib e. inic y, it 
is far more accurate to describe IV n ectio a continuum 
conditions associated th disfunction. 
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event s nfec ion rather fu blown 
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asymptomatic infected persons can infect others. 
According to tradit ana insurance pr nciples, exclusions can 
o work if the following two conditio s are present. First, 
there must be a relativel small ro b li y that a denied claim 
for an excluded event will be success lly contested or 
challenged in court or otherwise. Second, there mus be a 
relative small probabil ty that the exc uded contingency will 
occur during the fe of he po icy. exc s on of 
HIV-related claims fails to satisfy e ther conditions. 
167 
HIV-related claims are likely to be both frequent and 
contested. Such an exclusion is particularly unworkable because 
HIV-related claims cannot be readily identified and are 
frequently not reported. What is reported on the claim form is 
the resulting opportunistic disease that requires medical 
treatment. The many diseases that result from HIV and from AIDS 
cannot, as a practical matter be either listed as exclusions in 




November 14, 1988 
Senator Diane Chair 
Senate Health and Human Services Committee 
State Capitaol, Room 2191 
Sacramento, CA 95814 
Dear Senator Watson: 
Thank you for the opportunity of testifying at your "AIDS 
Insurance: AB 2900 (Johnston)" that was held at the State 
October 27, 1988. Due to the fact this was my first time 
before a committee, I was not completely familiar with the ground rules 
so to speak. I realize that I could have submitted a position paper or 
testimony prior to appearing. I am sure that would have aided you in 
my position responding to the question of the T-cells versus 
test. 
Allow me to submit a study that I did for the second quarter of 1988 relative 
to indlvidual life insurance declines. The issue of the reliability of the 
test versus the T-cell test will become apparent. What the 
rather is that for the second quarter of (for life 
insurance) The Equitable called for 15,333 HIV antibody tests. Thirty (30) 
were thirty (30) applicants were declined based on the positive 
est. On the other hand, there were 2,068 T-cell tests of which 73 were 
abnormal and out of those 14 were cause for declination. If we look at it 
another way, one could say that the declines in the state of California, which 
for HIV antibody but allows T-cell testing, accounted for 
nne third of the total declines nation-wide (14/44). Parenthetically, I do 
believe that the fourteen who were declined were truly infected w:tth the 
HIV virus; however, based on the level of T-cell abnormality it was compatible 
but not d c. Since the T-cell test has at best a 12-16% reliab:tlity, I 
could have declined the ~rrong 14 people. If you look at the decline rate per 
1, tests you will note that nationwide 1. 96 applicants were per 
thousand HIV tests but if you look at the T-cell decline rate you 
will note that 6.76 per 1,000 were decl:tned. 
The Life Assurance Society of the United States 
PO 11981 
Main Post Office 
Fresno, California 93776 
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That this is unfair to the applicant for life insurance has been answered by 
Assemblyman Johnston's AB 3305. What is now important is that this disparity 
not be allowed in applicants for individual health insurance. There is no 
difference in underwriting health insurance and life insurance when it comes 
to a positive HIV antibody test. What I urge is that you allow insurance 
companies to utilize the HIV antibody test which is 99.99% accurate rather 
than a surrogate test such as the T-cell test. To further emphasize my point I 
am enclosing a memo dated November 8, 1988, which is utilized at the current 
time in underwriting individual health and disability policies. Because of 
AB3305 this memo will not apply to disability applicants after January 1, 
1989, but it will continue to apply to individual health applicants. I had 
mentioned in my testimony that I scrutinized the 73 abnormal T-cell tests and 
came to the conclusion that 14 were abnormal enough to call for a decline. 
During my testimony the question came up as to how this would apply to health 
underwriting. I believe this memo demonstrates rather clearly just what is 
happening. All 73 abnormal T-cell tests would have called for a decline! If 
you will look at my study of the second quarter of 1988 you will note the 
positive HIV antibody per thousand tests was 1. 96. On the other hand the 
positive rate for abnormal T-cell tests was 35.3 per thousand. These figures 
attest to one of the most serious problems applicants for individual health 
policies will continue to face unless something is done to change the present 
prohibition of the HIV antibody test. 
Sincerely, 
I L /_ . . L / :...,_J 
1;;.-··"1.' J., ,. l- iJ- ' 





April~ May, .and June 1988 
HIV Antibody 
Number of Tests Performed 15,333 
Number Positive 30 
Rate per 1,000 Tests 1.96 
Number Declined 30 
Decline Rate per 1000 Tests 1.96 








THIS REPRESENTS A 345% INCREASE IN THE DECLINE RATE FO~T-CELLS COMPARED TO THE 
HIV ANTIBODY TESTS 
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FROM; RALPH C. PISANI 
SUBJECT:T-CELL UNDERWRITING GUIDELINES 
THE FOLLOWING GUIDELINES SHOULD BE FOLLOWED WHEN REVIEWING A 
T-CELL TEST: 
A.WHEN THE HELPER/SUPPRESSOR RATIO IS BELOW 1.0, THE CASE 
SHOULD BE DECLINED. 
B.WHEN THE HELPER/SUPPRESSOR RATIO IS ABOVE 3.0, YOU MAY 
PROCEED WITH UNDERWRITING, NO PROBLEM. 
C.WHEN THE HELPER/SUPPRESSOR IS NORMAL AND OTHER VALUES ARE 
ELEVATED, YOU MAY PROCEED WITH UNDERWRITING, NO PROBLEM. 
D.WHEN THE HELPER/SUPPRESSOR RATIO IS NORMAL AND OTHER 
VALUES ARE LOW, YOU SHOULD REQUEST A NEW TEST FOR COMPARISON. 
WHEN NEW TEST RECEIVED, REFER TO ME FOR REVIEW. 
THE ABOVE GUIDELINES WERE DISCUSSED WITH DR. NATOVITZ AND SHOULD 





TESTIMONY OF THE ASSOCIATION OF CALIFORNIA 
LIFE INSURANCE COMPANIES 
SENATE HEALTH & HUMAN SERVICES COMMITTEE INTERIM HEARING 
ON 
AB 2900 (JOHNSTON) - TESTING APPLICANTS 
FOR HEALTH INSURANCE FOR HIV INFECTION 
October 27, 1988 
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My name is Brad Wenger. I am Counsel and Secretary for the 
Association of California Life Insurance Companies, which is a 
statewide trade association of 35 domestic and foreign insurers 
writing life and health insurance in California. Roughly half of 
our members write health insurance, mostly on a group basis. 
The focus of my remarks will be Question #7: 
"Should the passage of any health insurance testing 
be linked to legislation that would ensure coverage 
for those who are excluded, such as the vetoed 
~? If you think so, to what extent should such 
coverage be: a) as comprehensive in scope of 
benefits as the health insurance policy would have 
been; and b) affordable to average-income or below-
average income persons?" 
We understand thl.s question to concern the alleged cost-shift 
from health insurers to state programs, if "HIV testing" is 
permitted. We believe several facts are relevant to this 
committee's consideration of the cost-shift issue. 
1. Testing for HIV risks is permitted and is occurring through 
use of the inferior T-Cell test. This test of the immune 
system has the tendency to over-exclude insurance 




into wider use because i s 
applicants will unnecessari s fted" or i pr va e 
insurance. 
This is clearly not an appropriate public policy result fo 
the applicant, insurer or the state. AB 2900 s o 
correct the potential cost-shift caused by exis ng 
restriction on health insurer antibody testing. 
Under AB 2900, antibody testing 
underwritten health coverage. 
is limited to individually 
No one loses existi 
coverage, and employer based coverage is not generally 
aff8cted. Our research during the year, based on 1985 data 
from the HIM, indicates the following, approximately, in 
California: 
15 llion persons with group coverage. 
1 million persons with individual coverage. Please note 
that individual coverage is declining (21.8 Ilion in 
1982 to 11.7 million in 1986 nationwide). 
3. th respect to the alleged cost-shift associated with 
antibody testing, our research differs radically from the 
assertions of AB 2900 opponents that thousands of applicants 
will be shifted to the public sector. 
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Approximately 165,000 applicants for individual health 
coverage per year in California. 
232-464 applicants rejected by use of antibody test; 
assuming 1.4 to 2.8 per 1,000 infection rate. 
You should note that most of these applicants would be screened 
out by use of the T-Cell test, and a greater aggregate number of 
sero-negative applicants will be unfairly denied insurance by wide-
spread use of the T-Cell test. 
These facts suggest to us that health insurer use of HIV 
antibody tests will not produce a significant cost-shift of AIDS 
costs to the State. 
However, to the extent a shift is possible, the linkage between 
AB 2900 and a plan of health coverage for all uninsurables more than 
addresses the perceived threat. Because the proposed uninsurable 
plans (AB 600 and SB 6) do not single-out AIDS for special 
treatment, public health care systems would presumably experience a 
net decrease in uncompensated costs. This is because those 
afflicted with other serious life threatening diseases would have 
health coverage available to them. 
-4-
In our view, applicants for indivi al r 
group likely to have the financial abili to pu se or 
coverage. As many of you know, our Association 
supported these and other similar plans for ica ly un ns r 
since 1982. 
Finally, we must note that because of unrelenting al c 
cost inflation, the individual health insurance mar t is becoming 
less attractive and is declining. To the extent health insurers 
cannot accurately assess the medical risks they are insuring, it 
will become an even less attractive market and hold the potential 
for placing an even greater burden on the public sector. To this 
extent, AB 2900 is the cure, not the disease. 
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CALIFORNIA ASSOCIATION OF LIFE UNDERWRITERS SUPPORT OF AB2900 
OUTLINE OF TESTIMONY 
Sam J. Cunningham Life & Health Insurance Agent, representing CALU 
Anderson & Anderson Insurance Brokers, Inc. 
2495 Campus Drive 
Irvine, CA 92715 
(714) 476-4388 
As agents we are the ones in the trenches looking for life and 
health coverage for individuals and groups. our motivation is to 
find coverage for all people at an affordable cost. 
As agents, we are not licensed to make final decisions for 
acceptance of risk - that is up to the companies with whom we 
work. 
I cannot answer some of the questions posed, such as effects on 
experience for HIV infected individuals in the cost of claims. 
Or HIV positive but asymptomatic persons and compelling arguments 
for excluding their coverage 
Or The T-Cell test to determine insurability 
I have seen estimates that 20% of those who test positive means 
out of 1,000; 200 can be expected to die within 10 years. This 
is thirty times the normal mortality rate 
7 
Two 
While the above is a horrifying statistic for 
disease, we that if 
specific conditions and pinpoint medical problems for 1 
medical conditions, we feel that it will cause them to 
more conservative - with regard to insuring healthy individuals. 
If tests are not conclus they will have an effect 
lessening competition by not accepting risk where they otherwise 
would. 
The health insurance atmosphere - at this point - is of 
drastically costs and premiums. We, as 
agents, are experiencing an environment where if you are not 
excel it most 
fficult to get health And if you have health 
i a 24% 
for 1988. 
Acceptance or of based upon health . In 
general, not AIDS speci lly. If insurers find that they are 
1 s 1 buying fire insurance for taking on a probable claim -
your burning house - they are not willing to do so in the 
current medical cost environment. 
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Page Three 
OUTLINE OF TESTIMONY (cont.) 
Today, we find less availability of health insurance carriers 
to market to the public than we did even one year ago. Many 
companies are losing money in this line of coverage and leaving 
the marketplace, by selling their blocks of medical business or 
by not renewing at anniversary. If we do not permit 
underwriting for any and all conditions, we will further 
enhance this contraction in the health and life provider 
marketplace. 
We, as an association, are generally favorable to risk pooling 
for uninsurables. We feel strongly that the medically indigent 
should be provided for. In varying forms risk pooling has been 
adopted in over 50% of the states in this country. We feel 
that this is an idea that should be seriously explored for 
adoption in California; and would gladly participate and work 
with whomever to provide our insight in researching this concept 
for possible legislation. 
Again, the ability to test 
inherent in our system of 
insurer's acceptance. To 
and properly underwrite risk 
fair and equitable pricing 
not permit the most accurate 









Thank for on behalf of the 1, 500 
members of the California Association of Life Underwriters. 
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CONCERNED INSURANCE PROFESSIONALS FOR HUMAN RIGHTS 
TESTIMONY BEFORE THE SENATE HEALTH AND HUMAN SERVICES COMMITTEE 
by 
Brent 0. Nance, CLU, RHU 
October 27, 1988 
Thank you Senator Watson and committee members for allowing me to 
participate in today' s hearings on AB 2900 (Johnston). I'm am 
Brent Nance the acting president of Concerned I nsu ranee 
Professionals for Human Rights (CIPHR). CIPHR is an organization 
representing over 100 insurance professionals in California and 
400 people nationwide. I have been licenced in California to sell 
and service life and health policies since 1971. I have been in 
direct sales, management, training and education, and marketing. 
I am now working as an insurance case manager for the AIDS Project 
Los Angeles. 
I have testified on HIV and Insurance before numerous committees 
from Washington, D.C. to California and I have been a featured 
speaker before many organizations. A biography is attached at the 
end of the packet before you. 
/The issue before this committee today is one that the California 
Legislature has been addressing for over two years. The basic 
question is will California allow the Health Insurance Industry to 
abdicate any and all responsibility for insuring people at risk of 
developing AIDS. We are here today to determine, what, if any role 
the private insurance industry has to provide health insurance for 
people who are HIV antibody positive. The health industry has 
clearly stated their position regarding this issue. 
ASIC A GU NTS ST NG 
The industry argues at IV i nsu ranee c 1 aims are 1 arge and 
f quent average wel over $100 0 er c aim, at 
nsurers ignore HIV in tion dur ng un rwriting al ows 
individuals to o in insurance would not rw 
to obtain, at rates which do not ref 1 ect true 
represent. The proponents argue that this special p 
constitutes unfair discrimination again other insured's 
ainst people wi r d seases or serious 1 condit 
not receive similar treatment. current limi ions 
testing rce use T-Ce11 tests that are less accurate 
more expensive to perform. They argue that HIV antibody tests are 
accurate and reliable and are strong predictors of risk of loss. 
Finally, they argue that existing mechanisms to protect insurers 
from adverse financial selection are inadequate. 
L TS LOOK SOME FACTS 
1. cost of HIV claims. 
The industry has consistently overstated the average size of HIV 
claims. I assume they have developed their own estimates based 
upon internal and external studies. Yet conflicting figures are 
frequent 1 y being used. I have seen the industry use figures 
ranging from $100,000 up to $250,000 per case and even higher. 
Numerous studies have been done both within and outside of the 
industry. Alexander & Alexander, an insurance consulting group, 
released a 1987 survey of more than 2,000 employers indicating that 
average cost of medical cost per HIV case was $47,702 and in 
the west the average cost was only $30,71 7. North American 
Reinsurance released a report in early 1988 indicating that out of 
more than 9,500 AIDS medical claims the ave-rage was less than 
$24,000 each. 
A Sept. 7, 1987 article in Business Insurance reported that the 
average HIV clam r Metropolitan Life was between $48,000 and 
$62,000. Chevron Corporation reports at their average HIV claim 
in 1987 was $37,000. Bank of America reported that their average 
claim was $17,000. Travelers estimated the average to be $50,000, 
Provident Mutual at $50,000, Blue Shield of California at $52,500. 
It is interesting to note that Vice Presi nt of medical 
affairs for Prudential Insurance Co. was quoted as saying we 
really don't have solid statistics, so it doesn't even make since 




The Feder a 1 Office of Techno 1 ogy Assessment issued a report in 
February of this year indicating that insurers placed AIDS and ARC 
16th out of 22 of the largest underwritten claim costs. 
Circulatory disorders, respiratory disorders and digestive 
disorders ranked higher than AIDS. 
Various studies indicate that HIV related claims are accounting for 
less than 3% of health carriers total claims and are estimated to 
account for less than 5% over the next 5 years. I find it hard to 
believe the health insurance industry when they tell us they cannot 
handle an increase in total claims averaging less than 5% 
nationally. 
Perhaps an example of why this is happening can be illustrated with 
an example. We are told that Medical Case Management of large 
health claims saves insurance carriers about $3 dollars for every 
dollar spent. John Hancock estimates they save over $10 for every 
dollar spent using case management of HIV claims. One of my many 
duties at AIDS Project Los Angeles as a insurance case manager is 
to advocate Medica 1 Case Management ( MCM) from the i nsu ranee 
carrier for our clients. I find that less than 50% of the plans 
I contact indicate they use MCM for AIDS claims. 
Travelers insurers an young Los Angeles AIDS patient under a 
individual major medical policy. K.C.'s medical claims have now 
reached over $500,000. Trave 1 ers was contacted more than three 
years ago and asked to provide MCM for K.C., they indicated they 
don't have it available under their individual lines. As a result 
of this mismanagement of the case they have been providing months 
of R.N. care at home frequent 1 y costing more than $35,000 per 
month. If MCM had been provided three years ago I be 1 i eve they 
could have cut their cost by over $200,000. 
The Alexander & Alexander report I spoke about earlier indicated 
that only 51% of the plans surveyed offered MCM. This represents 
gross mismanagement and is very unfair to insured's who are healthy 
for they pay for the mismanagement. 
2. Insolvency. 
Insurers are telling us they could become insolvent if they cannot 
test for HIV infection. Yet we are told again and again that HIV 
claims wi 11 represent less than 5% of total claims. The Health 
Insurance Association Of America (HIAA) estimates that only 17% to 
55% of all HIV positive people have private health insurance. Of 
these about 80% are covered through employers group health plans. 
The largest percentage of the 80% who are covered under employer 
3 
ans re provide cove 
there for are not a r 
on 1 y a sma 11 percentage 
coverage under insurance fin 
estimated to cover close to 30% 
The fact is that the private 1 i ranee i st s 
cov~r the majority of HIV infected individual never has nor is 
likely to, even if the current prohibition against HIV test ng s 
kept in place. 
In working with AIDS clients for over four yea 
experience that a majority of people who h insurance 
diagnosed with HIV infection end up loosing their coverage prior 
to death and were forced to rely upon the public sector for their 
health care needs prior to death. We also know that the last three 
months of life for people are generally the most costly time to 
provide coverage and frequently accounts for about 60% of total 
life time medical care expenses. 
An Princeton economics professor said at an HIAA rum in 987 that 
HIV claims do not hurt the economy and may not for at east 15 
years. Moody's Investors Service reports that AIDS will not likely 
cause serious damage to the industry over the next decade. The 
Head of the Washington Business Group on He a 1 th has said that 
health care claims for AIDS are not significantly different than 
r diseases. That smoking represents a greater health care cost 
t AIDS ever will and that in contrast to the cost of AIDS, $50 
billion a year is spent on unnecessary tests and $20 billion a year 
is spent on unnecessary surgery, most if which is being paid by 
health plans. 
I am not able to understand industry claims 
t AI crisis. 
HAV A S BE N A 
i 1 i ty to 
T E 
ile statement is true, t i ver g. 
insurers screen applicants for insurance us gone or 
dle 
techniques. T most frequent one is requiring nsurance 
applicants to answer a series of medica questions. upon the 
answers to the questions insurers may line an applicant, or 
require additional medical history. The next mos common is 
to require additional medical history from the app icants personal 
physicians. A carrier may also require a routine investigation or 
retail credit report such as an Equifax insurance investigation. 
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According to the federal Office of Technology Assessment "AIDS and 
Health Insurance" report (2-88) only 4% all applicants are required 
to have a physical examination at time of application. Usually 
the request is triggered by existing medical history on the 
application or from the attending physician. Medical exams have 
rarely been required of health insurance applicants. 
In the past, health carriers seldom have required blood or urine 
tests. The OTA report indicates that nationally less than 4X of 
all health applicants are required to submit to blood or urine 
tests. Yet, we are being told that health insurers have always 
been allowed to test. The implications are that they frequently 
require blood test of health insurance applicants. The facts prove 
otherwise. 
It has only been in the last year and a half that a large number 
of health insurers have started to ask California health insurance 
applicants to submit to blood tests. Reports are now coming in to 
me that many commercial health insurers will no longer issue health 
insurance to individuals in California unless the pass the required 
blood screening panels. They currently would include the more 
expensive T -ce 11 test in these pane 1 s. Aetna, Mutua 1 of Omaha, 
Reserve Life now require blood tests of all California applicants 
before issuing coverage. I have unconfirmed reports that New York 
Life, Met Life and State Farm are now requiring such tests and that 
several small employer group carriers now require blood tests of 
all applicants. 
This is a new development in this state. Requiring blood tests of 
all health insurance applicants is a new procedure. Not only does 
the process "catch" a number of people who have suppressed immune 
systems, it also catches people who have other health problems that 
were unknown to them at the time of application. The insurers fear 
of underwriting someone who is HIV positive is causing others to 
be denied coverage that would have been issued without the blood 
testing requirement. This increases the problem of uninsurable in 
this state. Currently 20% of the population in California is 
estimated to be uninsured. I predict that if carriers start to 
require any form of blood tests as a routine practice, the 
percentage will surly increase. 
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HIV BLOOD TEST NG 
The industry tells us how accu HIV tes a 
when they are used in group with high risk histor 
problem arises when the test is used in low prevalence 
While I am not competent to discuss the issue 
quote you a statement I obtained from an officia 
State Department of Health rvices, Divis on 
The issue of indeterminates 
Testing for HIV antibody in a low prevalence population 
[using] only [the] Elisa methods results in a significant number 
of specimens being called positive which are not confirmed by 
secondary tests, the well-known false positives. use 
confirmatory test such as Western blot can correctly classify as 
negative a large number of such 1se-positives as well as clearly 
identifying the true-positives in a population. A small number 
specimens will be neither clearly negative nor clearly positive and will 
considered "indeterminate" after the confirmatory procedure. Although 
number, in a low prevalence setting as seen with insurance, 
these indeterminates, which are in negative, true positives 
by a factor of three of more. Any program which proposes to use testing 
in a low prevalence population such as screening for health or li 
insurance must: 1) define the insurability of individuals with 
stable indeterminate results and 2) outline at itional 
procedures will be used to define the true status ese 
i ividuals. The prospect lsely g people in a 
national compu r database as positive is unacce le t 
present climate. 
In other screening for 
wo i g group and the Ca 1 i 
that in every case of a sc 
confirmatory results, the specimen rred to 
or other laboratory with secondary confirmatory c 
it be feasible for all positive and in terminate 
referred back to Ca 1 i forn i a for fu work-up 
guidelines? 
at ion an AMA 
ealth Services 
nde rminate 
a public 1 
i i ty. Wou 1 d 
specimens to 
following su 
As recommended in the AMA statement as icia m litary 
policy, individuals with an apparent positive resul are as to 
donate another specimen to verify the identity of the individual, 
a so-called "verification" sample. Does the insurance testing 
program include such a procedure in IV testing if not, 








The health insurance industry has numerous devices to help protect 
against adverse selection. 
1. Pricing 
Unlike life insurance which generally has a fixed pricing system, 
health policies allow for increases in premiums, often as 
frequently as every six to twelve months. The ability to increase 
premiums based upon claims experience protects the carrier against 
inflation in claims and utilization of benefits. This ability 
should be able to handle the estimated additional burden of a 5% 
increase in claims due to HIV infection. 
I would like to give you several examples of how carriers are 
handling premium increases triggered due to HIV infection. 
Employers Health Insurance Co. (a Lincoln National company) issues 
a group multi-employer health insurance trust available to small 
employer groups. I can document case after case in Los Angeles of 
employers with an employee who developed AIDS being told that their 
group premium will be increased as much as 300%. Some have been 
told by Employers Health that the premium is because they have an 
employee with AIDS covered under the plan. 
Western States Administrators sells several small employer group 
plans. They have sent letters to specific groups with high losses 
informing them of rate increases as high as 250%. Some of these 
cases included employees with AIDS. 
North American Life Ins. Co. has increased members of their Health 
Pro group trust with AIDS 180% in less than a year. Pacific Mutual 
raised a small employers premiums 100% due to an AIDS claim, from 
about $5,000 per month to $10,000 per month. 
AIDS Project Los Angeles last year transferred their group health 
plan to Blue Shield of California in June. Nine months later they 
were informed they would be non-renewed due to claims. A threat 
of legal action resulted in a new plan being forced upon them that 
included greatly reduced benefits and a premium increase of over 
300%. The now are paying an employee rate of over $430 dollars per 
employee per month, running about $500,000 a year in health 
premiums to cover 100 employees. 
Recently a person infected with HIV submitted his first HIV claim, 
a bill for the prescription AZT for $900. He is covered under a 
health insurance conversion policy. The next thing he heard from 
his carrier was a premium change notice informing him of a 900% 
increase in premium. 
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Whatever happened to concept of sp ing t appea 
to been lost to the consumer as a method to protect 
themselves against health insurance c aims. Prem in ases c 
as this amount to punitive action again the f rm or empl 
an unfortunate and expensive heal problem. 
Insurers have the ability to screen applicants 
even cancel existing group plans when claims 
carrier wishes to absorb. 
2. Preexisting Condition Clauses. 
prem an 
The majority of health insurance programs exclude coverage for the 
first year or two of coverage a 11 c 1 aims that 
preexisting condition. A preexisting condition 
and was treated or diagnosed prior to 
coverage. 
The OTA survey reports that 10 health insurers indi that are 
able to refuse HIV claims because of preexisting conditions in 10 
to 50 percent of the time. Two carriers indicated they disallowed 
HIV claims due to this clause more than 50% of time. My own 
experience indicates that carriers are using this clause to ny 
AIDS claims frequently. In fact it seems to be the common practice 
of several carriers when they receive their first HIV related claim 
on an individual to stop paying all health claims and spend 
next sever a 1 months "investigating" the c 1 aim in the s they can 
find a reason to avoid the claim. 
3. The Contestable Clause. 
All individual health insurance po cies and most small group 
health plans include is clause. contestable clause lows 
the carrier to contest or cancel the coverage retroactivel during 
the first two years, if they can prove applicant w hel 
or omitted important medical history from the carrier. This c ause 
is being used frequently to cancel policies when an AI claims is 
incurred during the contestable clause. One attorney is s ing a 
major health carrier, because during discovery, nd out 
the carrier had computer marked the file "AIDS, y all claims" 
and believes this was the standard practice of this carrier. The 
number of complaints against this carrier that I personally know 
of would indicate this assumption may true. 
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4. Medical Case Management. 
Some carriers have installed a Medical Case Management Programs for 
their firm. MCM involves identifying people with large medical 
claims and seeing if they can work with the patient, doctor and 
other providers to help assure that the patient receives the best 
care, at the lowest price in the most cost effective manner. For 
example the carrier might approve the patient to be treated at home 
instead of being hospitalized. Some carriers are now willing to 
pay for home health attendants in order to avoid paying for a R.N. 
at a far greater price. They can and often provide coverage for 
benefits that are not inc 1 uded in the p 1 an, because it makes 
economic since to so. 
Yet, even though it has been proven that MCM is cost effective 
close to 50% of the carriers and plans still do not provide this 
option for AIDS patients. The extra costs ·incurred because this 
type of coverage is not being provided is being paid by the health 
insurance consumer, you and me. 
WHAT WILL BE THE 
IN CALIFORNIA--TO 
FUNDED PROGRAMS? 
RESULT OF HIV TESTING 
THE PUBLIC AND STATE 
HIV infected individuals are often forced to seek medical 
protection on an individual basis, subject to health screening, and 
within small employer group plans, also subject to health 
underwriting. If HIV testing were allowed these individuals would 
be denied coverage. 
Currently about 20% of all citizens in this state are without 
health insurance. The average size employer employees less than 
15 people. Groups of this size are almost always required to 
answer medical questionnaires, and could be required to submit to 
HIV testing if 2900 is passed. 
Individuals covered under employer plans frequently change jobs, 
either by choice or because they are terminated. When this happens 
they are forced to seek alternative health insurance coverage. 
Employees in employer groups covering less than 20 employees are 
not entitled to coverage under the federal COBRA continuation law. 
Conversions are often too expensive and frequent 1 y provide 1 ess 
than adequate insurance coverage. 
9 
These individuals would be forced to it to I 
to obtain coverage when they need to find new heal 
insurance industry has estimated that only 
would be denied coverage. However figures a 
H IV infection rates based upon mi 1 i tary testing. T 
Services Department in California indicates at e HIV 
rate in California is much higher than national 
indicate. 
The industry figures are too low. I estimate a more 
reasonable figure would be in the range of 800 to a 1,000 per ar. 
It is important to remember that this represents only one year of 
denial of coverage. Each year of testing compounds problem. 
After several years of testing, a huge percentage HI positive 
individuals would find health insurance unavail le. Eventually 
the majority of all HIV positive people would unable to obtain 
health insurance through normal channels. y would us 
forced to spend down their assets to qualify for the s financed 
Medi-Ca 1 program, or turn to the county 1 th care system r 
their coverage. 
County USC medica 1 center in Los Ange 1 es estimates that y 
currently treat 60% of HIV cases in Los Angeles at some time ring 
the course of the disease process. They are already at maxi mum 
capacity and could not treat the increased case loads c 
HIV testing. 
Some able-bodied HIV positive individuals would 
employment with large employers, who t it onally sel 
employee medical plans. rge 
consider excluding AIDS from 
allowed under federal law), or 
prospective employees for HIV in 
pool of unemployable persons in 








person cove un 
private practice 
Currently it is nearly impossible for a 
Cal with AIDS to find a physician in 
accept Medi-Ca 1 . The county becomes 
for these individuals. 
primary source for care 
I firmly believe that to allow HIV ing in 
destroy our public sector financing of health care 





The answer lies not in testing for HIV infection, but in developing 
adequate risk pooling concepts. The case for risk pooling was 
presented to the industry by Transamerica in November of 1985 and 
has yet to be acted upon by the industry. The industry seems only 
to be concerned with avoiding the risk and not in addressing a 
responsible approach to the problem of uninsurables in this 
country. The risk pooling concept may require federal and state 
changes in current 1 aw and may we 11 require a pub 1 i c-pri vate 
partnership funding approach. 
Thank you for allowing me to present to this committee. I will try 
to answer any question you may have. 
11 
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T
he insurance industry's response to the perceived 
threat of A IllS has been uniformly defensive. Demands 
for increased underwriting, testing authority, even 
AIDS exclusions, have been prevalent. This defensive 
posture is overly cautious in the case of health in· 
surance and is actually undermining efforts to defend against 
the real threat that AIDS presents to life insurance. 
Health insurance can be wriuen profitably with no AIDS· 
related modifications in either underwriting or benefits. The 
costs of medical care for persons with AIDS is small in com· 
parison with other serious diseases, and the health industry 
already has valid defenses against underwriting losses. Further, 
there is the question of health carriers having a responsibility 
to provide coverage. Carriers serve a vital role in the delivery 
of health care. Expanded underwriting, exclusion·s and limita· 
tions on coverage for AlDS bring that role into question and 
may be strong ammunition for the proponents of national 
medicine. · · 
Life insurance carriers on the other hand, stand a big chance 
of losses due to AIDS and need to be able to adjust their under-
writing practices accordingly. The health insurance industry's 
O\Tr-defensive posture could cause the life insurance industry 
to lose an important battle. 
Carriers in many states are pursuing regulation to make blood 
testing standard in health insurance underwriting. This could 
undermine the legitimate need for greater underwriting stan-
dards for life insurance, since the AIDS support community 
is defending against both demands, and the arguments against 
health insurance are justified. 
Some health carriers are marketing plans with AIDS exclu-
sions, which puts the industry on the wrong side of the issue: 
auempting to avoid responsibility in dealing with the epidemic. 
!\either life nor health carriers are taking full advantage of their 
communications opportunities to educate the public about 
AIDS, nor are they taking a leadership role in supporting :\IDS 
research activities. 
The Testing Issue 
Testing is the most typical insurance issue to come up in con· 
versations regarding AIDS. More comprehensive testing can be 
justified for life insurance if the confidentiality problem can 
be solved. If the industry continues to lump group life and 
health insurance together, howe\·er, further testing is difficult 
to jmtify. 
California law does not allow AIDS specific antibody 
known as the H!V test. Carriers must use the more general T-
Cell test, which tests for a broader range of antibodies and is 
nowhere near as accurate for AlDS. While the life insurance 
industry is fighting for HIV testing, others are promoting testing 
for health insurance as well. A Los Angeles Times editorial on 
Decemher 26, 1987, clearly stated the difference: 
"We oppose a move in the legislature to allow health 
insurance companies to require HIV antibody testing for 
those applying for health insurance. Despite the improv-
ed reliability of testing, the presence of the virus does 
not necessarily mean that the person has AIDS or an 
AIDS-related complex. Many years might pass before the 
virus resulted in the disease, and in a significant number 
of cases there might never be an infection, yet the test 
result could be used to bar an individual from protec-
tion against the cost of any illness or injury until im· 
pm-cri~hment qualilied the person for Medi-Cal's limited 
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positive. 
nature allowing H!V testing for 
further reinforced the fact that 
those indi\·idual and family 
of people receive protec-
their employers and are 
or regarding medical 
needed here is a broadening of the risk 
excluding those who test 
prm·iders are not among the 
The largest single provider, The 
Shield Association, does riot advocate 
health care organization in 
has reversed its position 
legislation to change the 
push is coming from the Association 
Life Insurance Companies. We can ap-
their for the HIV test data when writing 
insurance. This is an exception that calls for legisla-
tion. There is a clear actuarial effect of a positive test 
result on life expectations and there already are case 
studies that a number of persons testing 
ha\·e been seeking major life insurance policies, 
at risk the financial stability of the life insurance 
programs." 
Only Maine and Washington, D.C. prohibit HIY 
testing. Some states any testing for health insurance 
and allow even the HIV test for life insurance. The insurance 
this in \1assachusetts, demand-
testing for AIDS and has been the 
insurance companies as a result. Almost 
out of the district. Most admit that less than 
of their business comes from D.C., so 
make a stand refusing to write insurance 
there. ln response, has been proposed in D.C. that 
would allow for amounts over $100,000 of insurance, 
but carriers to smaller policies and get prior 
of rates for those policies. The ACLI says that this is 
"The risk for those \Vith AIDS virus is more than 30 times 
the standard risk, hased on conservative estimates. This is so 
substandard risk that insurers would 
it. Insurance companies see no justifica-
to someone who presents an ac-
if the policies sought are for 
" said ~1alcom \1acKay, senior 
vice speaking on behalf of ACLI. 
"We consider such a scheme discriminatory:' 
Insurers cannot afford to do the same in California. Only one 
carrier, Columbia pulled out of California due to 
the testing but admitted it was because they do 
not do a 
to spread 
Provident of underwriting, David 
Warner, that the more general testing in California cuts 
two ways. "More will have an immune system disease," 
he explained, "so we up down more than we ha\"C 
w ;md in thm sen~e California differently than 
the other states." 
FEBRUARY 1988 21 
with the San Francisco City Clinic 
as a research project on hepatitis. 
14 to 15 percent of HlV 
within five years after infection, 22 to 25 percent after six years 
32 to afrer seven years. The mher studies re-
searched Society of Actuaries arrive at similar conclu-
sions. 
Consider that the eight year survival rate from AIDS is 4.7 
the SFCC/CDC 74 percent of HIV infected 
to AIDS and died within 15 years 
Under these assumptions, males who become 
H!V infected at age 33, for example, can anticipate a life ex-
pectancy of approximately 12 years from the time of infection*. 
This makes those with H!V infection virtually uninsurable 
For illustrative purposes only, the Society of Ac-
tuaries calculated the level equivalent multiple of 1980 CSO 
Basic Male Non-Smoker Table Rates that produces the same 
that of a 35-year-old cohort of newly infected 
To match rhe same life expectancy as produced 
CDC data and those of similar studies, 
have to be elevated to over 5,100 percent of the 19o0 
Rates. other words, the level of HlV mortality at 
this age is over ten times higher than the uppn limit of what 
considered most insurers to be marginally acceptable 
life insurance risks The mortality 
an H!V cohort are so different from those of in-
that to multiples of standard life mor-
resulc misleading conclusions*. Carriers claim the 
AIDS as any other disease and underwrite accor-
that legislation prohibiting testing is gi\·ing 
treatment to potential persons wich AlDS. 
for life insurance 
with AIDS makes 
has not properly addressed. 
with AIDS has proven that confidcn· 
to guarantee. Confidentiality has 
nurses, lab 
life insurance companies;' stated 
Pmdembl has been sued for breach of confidentiality in New 
York. w one AIDS Project Los Angeles (A!'LA) source, 
the company settled om of court. The Los Angeles Times ex· 
concern about confidentiality: "It is essential to an ef-
hcalth program. Those most at risk will evade 
cost if they risk exposure of rest results." 
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of Insurance has come up with 
w limit the usc and disclosure of AIDS 
Health 
The health 




to serve the 
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died in 1983 averaged about $38,200. 
0 In 1986 Blue Cross of Greater Philadelphia found 
total cost of its AIDS cases was about $2 million, with 
claim of a little less than $34,000. 
0 Between late 1983 and June 1987, group health 
claims paid by Metropolitan Life ranged between 
$62,000. 
0 Through its case managemem program, Travelers 
tified that it paid about $13 million for :\IllS rcJ.n,·d 
from the middle of 1983 through ~Lty I '!1)~·. The 
of an A!D'i claim was about $30,000. 
0 Provident Mutual Life Insurance Company of 
paid a total of $430.000 for nine AIDS patients from 
19S6 to June 1987. 
Still, only a percentage of AIDS patients are 
private health insurance. Health Insurance Association 
America (Hl:\A) projections indicate that anywhere 
of 17 percent to a high of 53 percent of the 1.5 million 
who are believed to have been exposed to AIDS 
health insurance. A CCLA School of Public Health 
study shows that more than one in five Californians 
. .. . .. '"' . . • . 
• ~ .:. ~-:·.~ .· •. ~: •• .• ·:~ ':) ~ .. , "> ,·; 
B
rent Nance is one insurance agent who has 
· found a way· to make a real difference in the 
AIDS crisis. He left his own insurance 
to serve full time as the insurance case manager 
for AIDS Project Los Angeles {APLA). 
sons with AIDS receive insurance benefits due to 
Nance's efforts and expertise. 
Because of him, people who might 
otherwise have been in state 
facilities have been able to go to the 
doctors of their choice; people have 
taken advantage of continuation of 
coverage clauses or converted 
medical plans that would otherwise 
have thought they had no access to 
coverage. Besides resolving specific 
cases, Nance ·has become the 
spokesman to the· California in-
surance industry. . 
Nance has an MBA in Finance as 
well as both a CLU and RHU 
designation. He has been an agent 
'and manager for Equitable Life In-
. surance, and for National Business 
Agency as their life; health and 
'disability agent. Hehad been in the 
insurance industry .for 12 years 
before he began to volunteer for 
APLA in his off time. 
. "I had decided it was 'time to be involved in some kind 
of work that would help others;' Nance "I look-_, 
ed into policital and community groups, and were . 
not what I wanted. APLA was brand new then. As soon 
as I started there I felt at ho~e .....:·I c-ould . .. ~ ... 
'1'' 
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:•' 
5.2 million people) had no private health insurance, 
and no Medi-Cal co\·erage during 1983. A New 
that 82 percent of the cost of hospitalizations 
was covered by third party payors. 
28 percent, Blue Cross covered 26 percent, 
insurers and other third parties cm·ered 25 per-
Co\·ered three percent. The sun·ey authors 
rhemseh·es covered 15 pt•rn·nt of 
lih', It~<' I"'' •·nt •tl tlw 'w.t lilt I• tllli•lll'•~'•l llw. 
tthllrcr~ C<l\Tted little more than 50 per-
of hospitalization for AIDS patients. 
co the California Assembly Finance and In-
that the health insurance industry has 
itself from financial difficulties due 
insurers for the most part are not on the risk 
healch " Nance said. "The buyers of coverage 
ultimate risk bearers. The industry p~n·s claims 
or employer funds and keeps part of the 
administration overhead. If claims exceed 
of funds, then funding requirements are 
~·" _ .. L.:__ ·~· -·· v... ·-·:.;·;-- ·~~---" 
l :.11 f .' ' 
"'-J· ........... .__. ''"~ .-..... __ ~ ... 
. -· 
I could really help.''.~ . · 
started on the "hotline," . but soon all the 
volunteers were asking him questions about insurance 
coverage. He the volunteer insurance service, 
and other volunteers to offer basic 
to persons with AIDS. He quit his insurance 
practice and came full time to 
APLA in November 1987. 
He has developed policies and 
procedures for the volunteers and 
for persons with AIDS regarding 
their personal health insurance. He 
has implemented a ·system for 
feeding people into other pro-
grams, such as Medi-Cal and SDI, 
when applicable. 
"A big part of our job is emo-
tional counseling," Nance explains. 
"Insurance· matters impact on 
every part of these people's lives: 
whether they work or not, freedom 
of health care, 'their ability ·to re-
main financially independent. We 
are here to help them with the in-
. sura nee' problems, but ·we are real-
ly helping them through some very 
difficult discoveries and decisions. 
I couldn't be doing anything more 
worthwhile.· . . . _ ,..,.- :_ . . :. , 
. this assumption that you ha':'e ti)be gay or 
lesbian to an impact, and nothing could be farther 
the truth. The new volunteers are .. increasingly 
are realizing this is a:· h~inan issue .... 
__ eve~yone.'' ; · · ~'_Li~J:;·~·:\',~ -_., ~· · · 
:·> _._·,,, ·: <~: ... ~~·-
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claims. V\'hen the carrier can prove that the dai-
a condition, it can delay or exclude 
for that condition often for a year or more. Car-
have become experts in the use of the 
clause when reviewing AIDS claims. 
"Most indi\·idually issued health, life or disability 
and most small group plans all comain a con-
clause. the first two or three years a 
force. a contestable clause allows a carrier 
if it can prm·e the appli· 
and material medical history. 
In m·er 17 years of selling insurance I have never seen 
such a reliance by the insurance industry upon this 
clause as it is being used against persons affected with 
l h<.we counseled with H!V infeCtion 
coverage because the carrier claimed they 
medical history," Nance concluded. 
blood screening and reduced non-medical limits 
to handle the threat AIDS poses to life insurance, 
the Los A.ngeles Times, are adamantly 
underwriting for health insurance. 
insurance companies who also write health 
that the same principals apply here;' read an 
times. argue that it is unfair to expect 
risk of AIDS and to force orher subscribers 
to up the increased costs. We do not 
confirmed Blue Cross-Blue Shield na· 
fin an· 
m-er numerous subscribers is 
the effect on life Insurance of paying out 
The eagerness of the 
walk away from this 
"hostile 
response to my request that the be either withdrawn from 
California or that the AIDS limitation be eliminated.'' 
These exclusions and limitations are "a completely irrespons-
ible way to deal with " Groom said. "Neither company 
gave any justification where other diseases of similar groYity 
are covered." Groom 
find themselves accused of discrimination if 
with limitations or exclusions on AIDS. 
The DOl can do linle 
ceed under the 
practices act. An Omnibus AIDS 
nia Legislature would make these plans Meanwhile, 
Groom suggests that agents call the carriers in question and 
tell them these limitations are He asserted that 
is 
w 




to Health care costs are cur-
rently up 4.5 percent and employers expect that to climb 
another 16 percent 1990 as a result of the survey said. 
Still, 87 percent of should noc be 
covered 
h;:n·c gone so far as to try to exclude con:rag<: we 
for AIDS alwgther or pm limitations on such 
arc not pcrmittt:d in group plans delin:red in 
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The joint special report put out for the Society of Actuaries 
in August 1987 states a projection that by the mid 1990s an-
nual claims from individual insurance in force year end 1986 
and already H!V infected will exceed $1 billion. It stated: 
"Depending on the extent of the spread of the infection 
among existing insureds, total AIDS claims could exceed 
$2 billion annually, or about 15 percent of projected in-
dividuallife insurance claims for all US. companies. Even 
at thi~ level, such extra claims would probably be within 
the ability of the insurance industry to pay. Prudent 
financial management in anticipation of additional claims 
at these levels would probably cail for reserves to be 
strengthened. At 10 to 15 percent of total claims, AIDS 
mortality would not likely lead to widespread insolvency. 
"However, without effective screening for H!V the ad-
dition of several years of new business issued on infected 
applicants could double the level of projected AIDS claims 
by the mid to late 1990s, at which point the indusuy 
would experience more serious problems and some com-
panies could face financial difficulties. 
"Preliminary analysis indicates that the cost of AIDS 
claims is not falling uniformly on all insurers. Companies 
that ha\·e grown faster in recent years during the very 
period that most H!V infections have occurred are bear-
ing a disproportionate share of the added claims burden. 
Those marketing high amount, low premium level prod-
ucts, especially at the most critical male ages 30 to 49, 
where infection levels are highest, will be harder hit than 
others. Companies with heavy concentration of business 
in locations where the epidemic is more widespread will 
experience higher than average AIDS claims. Companies 
unfortunate to have combinations of two or more such 
case patterns will obviously be the most seriously af-
fected. 
"The impact of Ill\' infection and AIDS will be serious, 
but if the industry addresses quickly and responsibly the 
underwriting and financial management challenges pre-
sented, even an epidemic of this magnitude need not be 
catastrophic." 
Moody's lm-cstor Sen·ice supports this position in its 
November 1 <J~7 report. ":VIortality and morbidity costs of the 
AIDS epidemic are unlikely to cause widespread insolvencies 
in the U.S. insurance industry. It is unlikely that AIDS cases 
among the insured population will be numerous enough even 
under the most catastrophic of current scenarios to seriously 
damage industry credit-worthiness over the next decade,'' 
Moody's concluded. 
What Can Be Done 
Once the health insurance industry accepts its role as a par-
ticipant in covering the medical costs of AIDS, the life industry 
may be able to aff(nd itself necessary underwriting protections. 
Both segments of the industry have to take their roles as leaders 
toward a solution. 
Transamerica Occidental president David Carpenter, deliver· 
ing $100,000 tO the American Foundation for AIDS Research 
(among hundreds of thousands of dollars contribmed by that 
carrier in the last few years), said "A!DS is too big for any one 
segment of society to battle alone. We must band wgether and 
fight it through education, treatment and research. What can 
we in the corporate world be doing to help? We can make sure 
that our employees get the real facts about AIDS. \Ve can sup· 
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pon the worthwhile efforts of AIDS groups in our communities 
and we can provide significant financial help to medical and 
research groups working to control and eradicate AIDS:' 
Other companies are making a real effort as welL Pacific 
1\lutual distributed a comprehensi\·e manual addressing AIDS 
education in the work place to over 10,000 California business· 
es. New York Life gm·e $30,000 to the American Society of CLC 
to fund an awareness campaign. That company is also actin: 
in a public awareness campaign in New York. 1\lutual of Ne\r 
York awarded $70,000 to four AIDS education and patient care 
programs in New York. Other companies have done the same. 
The HIAA and ACLI began a matching grant program in 
Nm·ember 1986 which distributed about $80,000 in its first ten 
months. 
As commendable as all these efforts are, they don't reflect 
what the industry could do if fully committed to solving the 
problem. !n education alone, insurers have an incredible op-
portunity. Eighty percent of the people in the l'nited States 
are covered by some kind of insurance. Carriers frequent! y send 
material to their policy holders, often as premium stuffers. For 
a fraction of the money spent in justifying further underwriting 
limitations, carriers could fund an AIDS-specific brochure ex-
plaining the risk factors and reduction techniques that could 
be sem to their policy holders. "They could do an effecti\·e 
job, much better than demanding that the gm·ernment do it," 
said Nance. 
The report for the Society of Actuaries supports this con-
tention. "Insurance industry executives must take strong 
leadership positions in educating the public about the implica-
tions of this disease. The leaders of our industry must com-
municate these messages clearly to policy holders. home of-
fice employees, agems, the news media, legislative and 
regulatory officials.'' 
Health insurers could start organizing risk pools and address 
how to cover the risks rather than how not to. Princeton Univer-
sity Economics professor Uwe Reinhardt told health insurance 
executives, "My advice to you is to figure out a way to socialize 
the AIDS cost by forming something like the Federal Deposit 
Insurance Corporation, the Pension Benefit Guarantee Corpora-
tion or possibly a re-insurance pool. That way no one company 
will get hit too hard." Efforts started today may come to frui-
tion in one to two years if aggressively pursued. 
The industry is trying to come to grips with, and come down 
on the right side of, the issue. ACLI opposed Proposition 64 
which would have declared AIDS a communicable disease, 
allowed widespread testing (and reporting) and barred those 
infected from many jobs. NALC is revising its policy statement 
on AIDS and has approved a video news release and use of ex-
plicit language in any NALU program that addresses AIDS if 
it serves to strengthen the message. 
The insurance industry may be beginning to see its role: to 
provide a means of spreading the health care risk for AIDS 
without equivocation; to properly underwrite life insurance to 
prmect the long term stability of the industry; to educate the 
community about the disease and its prevention; and to act 
as an example to the rest of the private sector in the support 
of AIDS research. • 
• lnjiJrrnarion und conclu-'ion.\ prrll'idcd hy u joim special rcporr done Jin 
the Socicry of Acruurics hy l>fichud f. Col!'c/1, FS:\ unci Wulra 1/n,kz'ns. 
A.\,\, in Augrm 1'J~7. 
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19 9 By COWN NASH 
NEW YORK-A dramatic climb in AIDS-related claims against group 
insurance plans is promptmg insurers to consider restricting the market-
l Business Insurance 2-8-88 
I 
ing of such coverages in some high-risk states, a new survey shows. . f 1ooot Claims related to acquired immune deficiency syndrome against group The percentage increase clroppeo rom 00/o 
life msurance plans jumped 73% from 1986 to 1987. and a whopping 188% • in 198 5 to 7 3% in 1986 
from 1985 to 1986, New York-based North American Reinsurance Co. 
found in its survey of 83 group life and health insurers nationwide. 
AIDS-related group medical claims increased about 50% in each of the 
same periods, while the increase in AIDS-related group disability claims • 
slowed to a 13% increase in the 1986 to 1987 period from an increase of 
149% between 1985 and 1986, according to the study. 
Between Jan. 1, 1985, and June 30, 1987, more than 12,000 AIDS-related 
claims were filed totaling more than $275 million, the survey showed. 
Of the total number of AIDS-related claims filed, 9,576 were filed 
agamst group medical plans, 1,866 against group life plans, 539 against 
group disability plans, 269 against credit/direct response life insurance 
plans and 11 against voluntary group life insurance plans. 
The survey also found that the average AIDS-related claim was for an 
amount 50% to 70% larger than the average non-AIDS claim. 
For example, AIDS-related claims against group life plans averaged 
$28,000, while non-AIDS group life claims averaged $16,633. 
ln addition, AIDS-related claims made against credit/direct response 
life plans averaged $7,456, compared with $5,035 for the average non-
AIDS claim. And, AIDS-related group disability claims averaged $1,902 
vs. $1,250 for non-AIDS-related claims. 
AIDS-related claims made against group medical plans averaged 
$23,495, but no comparable figures were available for non-AIDS group 
med1cal claims. 
The survey does not attnbute the differences to the generally higher 
costs of treating AIDS and salaries of people in group plans. Instead, 
the report assumes that some anti-selection-in which insurance buyers 
seek coverage despite knowledge of their disease-has occurred. 
While some insurers reported few AIDS-related claims, others reported 
between 500 and 1,000 claims resulting from the deadly disease during the 
two-year period studied. 
Insurers in California and New York reported the most AIDS-re-
lated claims, which amounted to 2.47% and 2.44%, respectively, of total 
cla1ms filed. Insurers in Texas reported that 1.72% of total claims filed 
were AIDS-related, followed by Florida and New Jersey, each with 0.90%. 
Although most of the insurers responding to the survey were not 
;:>arttcularly alarmed about the increase in AIDS-related cla1ms, a signifi-
:ant number sa1d they were considering curtailing the marketing of group 
tnsurance m areas where AIDS claims have increased the most. 
While several insurers targeted California, Texas and Florida for mar-
keting cutbacks, most singled out Washington, D.C., due to the district's 
~estrictions against AIDS testmg and inquiries into sexual preference. 
ln addition, 17 of the survey respondents said they are considering 
ceducmg or eliminatmg the marketing of group life insurance in certam 
;tates, and 15 said they are considermg cutbacks in group medical and 
{roup disability marketing. Eight insurers said they may curtail voluntary 
{roup life insurance marketing and three may curb credit/direct response 
ife insurance marketing. 
Nearly half-40% to 50%-of the companies surveyed are asking AIDS-
~elated questions on applications for group insurance coverages, while 
mother 25% are considenng doing so. 
Of those companies marketing group life insurance coverage, six require 
'lood tests for applicants insured for less than $200,000; eight test for 
1mounts from $200,000 to $300,000; two for amounts from $300,000 to 
lbove; while six of those responding base their blood testing on the size of 
:he insured group. Four companies use other criteria for testing. 
Only a handful of those questioned said they currently include the ex-
~ected increase in AIDS-related claims when setting rates and/or calcu-
ating reserves. However. 31 said they are considenng such a move for 
{roup life coverage, 24 for group medical. 23 for group disability, 16 for 
toluntary group life and etght for credit/direct response life. 
Among other survey findings: 
• Most insurers-59%--are usmg some form of medical case manage-
nent for known AIDS claimants covered by group medical plans; 24% are 
1Smg case management for AIDS patients covered by disability plans. 
• Only five of the companies surveyed have decreased their maximum 
troup life insurance limit because of AIDS. 
• The health care industry incurred the most AIDS claims, followed by 
'inanctal, factory, food servtce and salon industries. 
The majority of insurer respondents used death certificates, med-
cal records, diagnoses on clatm forms and investigation of large claims to 
dentlfy AIDS-related claims. 
• 
'\ summary of the survey is available free from North American Re-
rururance Co , 231 Park. Ave .. New York, N.Y. 1 0011; 212-901-8000. 
Group health claims account for 60% 
group life account for only 15.6% 
Average health claims only ~23,500 
Average life claiQ only $28,000 
of total and 
AIDS-re 1 a ted c 1 aims amounted to 1 ess than 3~~ of 
total claims in CA and ;IY and lessthan 2~~ in 
other areas. This can be handleci \vith ease 
Curtailment of coverages would force total 
care costs onto the public sector. Should we 
allow private industry to refuse care for one 
specific illness just because they don't want to 
cover it? 
Less than 50% of carriers ask AIDS-related questi1 
on their applications--poor management decision 
for a response to a crisis 6 years old. 
Should they exclude AIDS yet cover cancer and 
and heart disease. HIAA says AIDS will be covere1 
yet carriers are now excluding AIDS in soma ~lan 
We can't trust the industry 
IJe kno't/ case rnanagr.1ent is the on 1 y effective vvay 
to reduce claims yet less than <iO~~ use C.ft 
6 years of AIDS claims yet they do not reflect th 
costs in their premiums. Again poor manage~~nt 
Should the public sector suffer because insurers 









Senior V1ce President 
Corporate Markel1ng and 
, 
.IaQs:d~eles 1 €ld:!forni&i *90~ 
Re: Stop Loss Proposal 
Dear Brent: 
Attached for your review is a copy of the concept 
paper I am circulating regarding an Aids Stop-Loss 
reinsurance pool. As I mentioned last week, I am 
circulating this paper internally, and to several 
member companies of the HIAA through the HIAA staff. 
To date I have not received any carrnents. Your 









201 AIDS STOP-LOOS APPRO.\CH 
DRAFI' 
The purpose of this paper is to outline an approach for creation of a 
stop-loss reinsurance pool and payment mechanism for "excess" group health 
insurance clabns from victims of AIDS in employer sponsored plans • 
The objectives of this approach are: 
1. To spread the risk of "excess" group claim costs due to AIDS 
across all participating employers, avoiding sharp rate increases 
in experience rated groups and pools of groups. 
2. To develop a claim management and payment facility for handling 
all covered AIDS claims. 
3. To develop a data base for AIDS claim experience and treatment 
methods. 
Background 
The rapid increase in the incidence of AIDS and the tremendous medical 
care costs already incurred and projected for the future are well 
documented. Employer concern about sharp increases in group health 
premiums driven by AIDS claims has presented a dilemma to many employers 
regarding the treatment of current and future employees and their 
dependents who may be members of high risk groups. 
AIDS Stop-Loss Proposal 2 
This concern is compounded the fact members risk groups 
are not spread evenly throughout the not 
demonstrated, members of not 
a~ong employers in a particular geographic area. 
Assumptions 
A fundamental premise of this paper is that AIDS sh9uld be covered by 
group health plans exactly the sa~e as any other serious, life threatening 
disease. However, the actual or possible concentrations of high risk 
individuals in geographic areas or by employer adds an extra dtrnension to 
AIDS when compared with other serious diseases. Therefore, a stop-loss 
reinsurance pool seems an appropriate approach for maintaining stability 
of individual employer group health premiums. 
An additional premise is that medical care costs for AIDS victims, which 
currently averages $140,000 nationwide, inflated by lack 
knowledge by local medical care AIDS and a lack of 
standard treatment procedures. ap?ear to be 
achievable while delivering quality care diagnosis, patient 
education, psychological counseling and the use of home health care 
services. 
AIDS Stop-Loss Proposal 
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Stop-Loss Reinsurance Pool 
Page 3 
For participating employer groups, a monthly pre~ium, determined annually, 
would be payable by each insurer to a nationwide reinsurance pool ·~ich 
will cover claim payments resulting from AIDS victims that exceed X% of an 
employer's (or group of employers') covered medical care claims in a given 
year. X% would be established by the pool at the beginning of each fiscal 
year for all groups renewing in that fiscal year. Premiums would be 
established for each fiscal year by geographic area according to 
classification of each area by the number of new AIDS victims per 100,000 
of population in the preceding year and estimates of the cost per claim. 
Premiums would include a provision for administrative expenses and 
establishment of a claim fluctuation reserve, and would be payable to a 
claim administration agency created to manage treatment procedures and pay 
claims. 
Claim Administration and case Management 
The advantages of a centralized claim administration and case management 
agency seem obvious for a disease for which case incidence, treatment 
knowledge and procedures vary so much geographically. Collection of data 
and evaluation of treatment procedures and costs would provide a valuable 
public service for providers of care and researchers. 
"I 
AIDS Stop-Loss Proposal 
Conclusion 
The above approach as a 
belief that the public, the insurance and AIDS v 
and future are best 
within existing employer/employee group plans. Clearly, 
which such a program must deal include: 
1. Whether the pool and admini agency should 
a single company, a consortium, or an 







3. Establis~~ent of premiums from broad estimates of incidence and 
costs rather than from insured experience. 
4. Whether coverage could extended to non- experience. 
5. poss need for to of 
the pool, and the admini 
6. Whether the pool should be a 
These and other issues must be as soon as if s 
approach or some variation is to be put forth as a 
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EMPLOYERS HEALTH INSURANCE 
COMPLAINTS 
Employers Health Insurance company has a consistent practice of 
cancelling policy holders who have AIDS or ARC and become disabled. 
A history of substantially raising premiums, often over 300%, when 
they discover a person is infected with the AIDS virus HIV. 
General Information: 
1) Employers Health Insurance is owned by Lincoln National, one 
of the largest health insurance carriers in the U.S. 
2) They issue small employer group plans through a Multi-Employer 
Trust (MET). The plans may cover a "group of one," i.e. a self-
employed person. The group plans are essentially individually 
underwritten major medical policies, which include a small life 
insurance policy. Since they are issued under a master group 
contract issued to a trust (MET), they avoid all California state 
insurance laws. 
3) The plans include a clause stating that an Employee must be 
actively at work full time (30 hours/week) in order to be covered. 
If a person becomes disabled they can only remain on the plan for 
6 months, then are cancelled. This forces the individual to choose 
from two options. One is to convert to an individual policy with 
major reductions in benefits and huge increases in premiums. The 
other option applies to disabled individuals and allows the plan 
to "extend coverage" for up to 12 months, but only for the 
condition that caused the disability. There is no premium charged 
for the "extension." 
It is in the Carriers interest to identify HIV positive people as 
early as possible. They can then track the individual through 
their HIV infection, waiting till the day they have been disabled 
for 6 months. In this way they can reduce their losses and thus 
hopefully avoid covering the last few months of the insured's life, 
which is generally the time when the greatest claims can be 
expected from a person with AIDS. 
4) In a "group" insurance contract, an insurance carrier can 
adjust premium increases based upon the groups claim experience. 
Traditionally groups were employer plans with more than 50 
employees. Under a M.E.T., a carrier groups small employers into 
a single trust contract. Premium rate increases, in the past, were 
generally spread among the entire M.E.T. not just one employer. 
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Group # 254376 
J.D. Group(01) 
W.S. placed on i2 month extended coverage 
due to d i sab i 1 i ty because he cou 1 d not 
afford the month 1 y premi urn of $35 7. 50 
caused by a $100 month premium increase. 
OX ARC 
May be willing to be interviewed 
Rates increased from $104/month to $330, 
a 217% increase. OX ARC 
Group_.. EE doc on file 
M.R. Group( OS) 
Group 
M.R. applied for conversion policy on 
May 1 1988 and was promised a policy 
within two weeks. On 5-12 APLA case 
manager called Employers Health to check 
on status of Conversion as M.R. had not 
heard from them. Told everything was O.K. 
and he would receive policy shortly. 
Three days later they sent him a second 
app 1 i cation form, stating the first was 
only a request to convert. APLA Ins. Case 
Manager called Employers Health on 6-16 
to check on status. Treated very rudely 
and told "they wi 11 get to it when the get 
to it." Checks were cashed but nothing 
to employee in writing. Then, four days 
later, M.R. gets another application 
requesting the ER comp 1 ete part and to 
send more $. An attorney letter was 
needed to get policy issued. 
Employers Health provided misinformation 
several times and in each case did not 
follow up on conversion application until 
after calls from APLA were received. 
EE doc on file 
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----__......,.. ____ .. 
1 -··-We were notified that you were totally disabled as of December 23, 1987. 
The Active Status provision of the policy states that your coverage, other than 
Loss of Time Benefits, can remain in force no longer than six consecutive months 
during a period of total disability. Your employer must continue to pay 
required premiums and must continue participation under the policy. 
B;;_cause thi~ix-month period has elapsed, your coverage has terminated as of 
Qune 30, 198.§_./ You may be eligible for Continuation/Conversion Privileges. 
Please refer to your policy Certificate Rider. 
If you do not elect the Continuation/Conversion Privilege and are totally 
disabled on the date of termination, the Extended Benefit provision could apply. 
This provision applies 011ly to covered expenses for the disabling condition 
which existed on the date your coverage terminates. Premiums are not charged 
for this provision. Please refer to your policy Cerfiticate Rider or contact 
the Claims Department for specific details. 
When you again meet the defin1t1ou of active status, your employer should 




Paula M Weyers 
concerning these prov1s1ons caii·be directed to me at extension 
e>ti\: 
S'IOO 




cost of health care continues to be impacted by increases 
medical care utilization and inflation. National American 
L Insurance Company of Pennsylvania, the carrier for 
Healthpro Plus, has just completed a review of the Healthpro 
Plus medical and dental insurance plan. 
ed on the results of this review, we have found it neces-
to apply a 200% increase effective February 1, 1988, or 
t billing thereafter. The increase will be applied to 
and dental (if applicable) rates. 
been notified 
Thank for 




about the change this 





tional Bus ss . Agency 
West Coast Insurance Mtkg. 
VALLEY EMPLOYERS TRUST 
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November 30, 1987 
) 
Dear Participating Employer: 
The Trustees of the Vallev Emplovers Trust have been notified by 
Lincoln National Life insurance Company, the carrier for Valley 
Employers !rust medical plan, of the rate actions which are to be 
effective January 1, 1988. Effective January 1, XP,I rnedj~al, 
~--- ent , and 0 tional maternity premLum WL!i De increasea oy 
~ 2 percen 
" -
Your agent has been notified of this change. If you have any 













403 South Akard St. .. P.O. Box 660254 • Dallas, Texas 75266-0254 
The California Insurance Department has repeatedly sought to have 
Reserve Life, and others using AIDS exclusions or limitation 
riders, rescind AIDS riders on California insureds. We have 
refused to do this on our MET product inasmuch as it is lawfully 
marketed in California. The California Department has not shown 
us otherwise. 
We have however, reluctantly, decided to suspend sales of new 
group cases through this Trust in California until such time as 
we can reach a satisfactory conclusion to this problem. 
This suspension will be effective July 1, 1988, and we will not 
c ept loyer applications for new groups with an effective 
te an June 15, 1988. 
e suspension of new sales does not affect continuation or 
existi group, nor s it affect the dition of new 
empl s to existi groups. 
s our sincerest hope that the differences wh h necessitate 
this ac ion will be resolved and that we can resume marketing 
is product which s been so well received by your clients. 
JOSEPH &. ASSOCIATES 
Mfl.'< 0 9 i988 
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BIO for BRENT NANCE, CLU, RHU 
Brent Nance has been an insurance agent for the past 18 years; works 
with persons with AIDS as an insurance case manager for AIDS Project 
Los Angeles; has testified before the; 
1. Los Angeles City/County AIDS Task Force 
2. The California State AIDS Advisory Committee 
3. Waxman AIDS subcommittee hearings, Washington D.C. 
4. ACLU 
5. L. A. County Barristers Hospice/AIDS Advisory Group 
6. California Continuing Education of the Bar (CEB) 
7. Los Angeles Area Health Underwriters Association 
8. Central California Health Underwriters Assoc. 
9. California Legislature--Assembly Committee on Finance & 
Insurance, Dec. 4, 1987 
He is the founder Concerned Insurance Professionals for Human Rights. 
Currently serves on, the California AIDS Leadership Committee--HIV 
Testing and Reporting Issues, the Hospice/AIDS Advisory Group and 
recently served on the Board of the L.A. Area Health Underwriters 
Association and co-chaired their legislative committee. He has 
authored numerous articles and papers on AIDS and Insurance. 
He received his MBA in Finance from CA. State Univ. Fullerton and a 
B.S. degree in Finance & Insurance. Mr. Nance has earned both his 
Chartered Life Underwriter (CLU) and Registered Health Underwriter 
(RHU) designations. He lives in Glendale, CA and has two sons. 
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TESTIMONY BEFORE THE SENATE COMMITTEE 
ON HEALTH AND HUV~ SERVICES 
HEARING ON 
11 AB 2900: TESTING APPLICANTS FOR HEALTH INSURP.NCE 
FOR HIV INFECTION" 
October 27, 1988 
Los Angeles, California 
Susan Haber, Director of Research 
California Association of Public Hospitals 
ifornia Association of Public the 
this ty to present county 
with HIV testing as a 
The use of HIV testing for insurability 
for how we as a society will share the 
for persons with AIDS. These implications, while 
, have very direct 
, as providers of 60 
to unsponsored patients and 40 percent of the 
Persons with 
major providers of 
providers for those 
HIV testing as a 
between 
persons with AIDS 
precarious 
feet their ability 
th AIDS, but 
, I urge you to look 
perspective to ensure 
all Californians. 
numerous attempts to ify current and 
costs of care for persons with AIDS. Es vary 
a and there are limitations to the methodologies used 
study. Furthermore, continual changes in the 
and treatment of AIDS means that researchers 
to pin down these costs are pursuing a constantly 
However, it is c that we are talking about 
11 probably exceed $1 llion ly in California 
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alone in the not too distant future. Nevertheless, it is 
important to keep these figures in perspective. The estimated 
annual cost of care for AIDS patients still constitutes only a 
fraction of one percent of personal health care expenditures in 
the United States and it is on a par with annual medical care 
costs associated with a number of other diseases including end-
stage renal disease, injuries in automobile accidents, and 
certain cancers. 
What makes these costs so shocking is that they are new costs 
occurring in a young population that would ordinarily be healthy, 
low-service users who would have helped cross-subsidize the cost 
of care for others. Because these are new costs and were 
unanticipated, they placed new strains on a system that was 
already operating in a very delicate balance. Furthermore, even 
if the aggregate costs of care to persons with AIDS are minor 
relative to total health care spending in the United States, the 
average cost per person is high and is incurred within a 
relatively brief period of time. As a result, it is clear that 
meeting these costs will exceed the personal resources of all but 
a few individuals. There is no question that these costs must be 
shared. However, the question of how costs should be distributed 
between the public and private sectors remains. 
Public and Private Sector Share of Costs 
Just as estimates of costs of AIDS care vary substantially, so do 
estimates of the share of costs borne by different payors. 
Different studies have found that Medicaid covers 12 to 65 
percent of patients, Medicare covers 1 to 3 percent, private 
insurance pays for 13 to 65 percent, and 2 to 40 percent are 
uninsured. While there is variation in data available for 
California, evidence indicates that policy in California, whether 
by intention or by default, already places much of the 
responsibility for financing the cost of care to persons with 
AIDS with the public sector. A study by the West Bay Hospital 
Conference showed that in 1986 private third-party insurance was 
the primary payor for only 37 percent of the discharges of 
persons with AIDS from hospitals in San Francisco, San Mateo, and 
Marin Counties. Public third-party payors covered 34 percent of 
the discharges, with Medi-Cal paying for more than 30 percent. 
The remaining 29 percent were identified as "Other," mainly 
unsponsored patients. 
A 1985 survey of public and private teaching hospitals conducted 
by the National Association of Public Hospitals and the Council 
of Teaching Hospitals (NAPH/COTH) reported that, for responding 
hospitals in California, Medi-Cal was the primary payor for 50 
percent of admissions, 21 percent were unsponsored, and 2 percent 
27, 1988 --Testimony 
were by Medicare. Pr 
rcent of AIDS admissions in these hospita 
z covered by payers 
s study as compared to the West Bay tal 
analyses may be explained by the fact that it excluded private, 
non-teaching hospitals which probably serve a relatively greater 
share of privately insured AIDS patients than 
hospitals.) 
Even if the exact share of AIDS patients receiving publicly-
financed care is uncertain, evidence clearly indicates that the 
relative share of AIDS treatment costs borne by the public sector 
is increasing. In 1985 the California Department of Health 
services estimated that Medi-Cal covered 12 percent of persons 
AIDS in California. One year later, that number was 20 
percent. The NAPH/COTH survey, which was repeated in 1987 with 
added cooperation of the National Council of Community 
and the National Association of Childrens Hospitals, 
a similar trend toward diminishing private sector 
of AIDS patients. While comparable 1985 and 1987 
data are not yet available for California hospitals, the share of 
AIDS admissions to public hospitals in the Western region of the 
country covered by private insurance declined from 11 percent to 
8 , while Medi-Cal increased from 60 to 62 percent and the 
increased by 1 percent to 27 percent. 
sties underestimate the extent to which the public 
already subsidizes the cost of AIDS treatment. They are 
t entirely on inpatient hospital care and do not take 
into account experimental treatments, o non-
acute medical care services, or social non-medical 
services. Coverage of these private payers 
ther non-existent or more res of inpatient 
care. San Francisco has estimated that on percent of the 
funding for non-inpatient services in its continuum of services, 
touted as a model for the nation for cost-effective, 
hw~ane care, comes from private payors. As 
treatment increasingly becomes norm, more 
1 treatments become availab , and sons with AIDS 
longer and require more community support services, the 
sector will pick-up an increasing share of the costs. 
Furthermore, predictions that in corning years IV drug user risk 
groups and minority populations will account increasing 
proportions of California's AIDS cases also point toward greater 
public sector responsibility because these groups are far less 
l to have private insurance than men in the 
homosexual/bisexual risk group who current predominate in 
fornia's AIDS population. 
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Public Sector Role in Providing Care 
Any shift in payment from the private sector to the public sector 
also shifts patients from private hospitals to public hospitals. 
The NAPH/COTH 1985 survey showed that, nationally, only 7 percent 
of admissions of persons with AIDS to public hospitals were 
covered by private insurance as compared with 45 percent at 
private teaching hospitals. In contrast, 62 percent of public 
hospitals admissions were covered by Medicaid, while Medicaid 
paid for only 35 percent of private hospital admissions. While 
comparable California data is not available from the NAPH/COTH 
survey, this experience is borne out in San Francisco. San 
Francisco General Hospital cared for only 8 percent of the 
privately insured persons with AIDS discharged from San Francisco 
hospitals between July 1985 and June 1986, but 65 percent of 
those persons without private insurance. 
If the shift in patients from private payors and providers to 
public is substantial, in some areas it could undermine the 
ability of public hospitals to serve as safety net providers for 
the entire community. In the 1985 NAPH/COTH survey it was 
estimated that California hospitals lost $160 for each day of 
care provided to an AIDS patient based on the difference between 
costs and revenues. County hospitals do not have a private-
paying patient base to whom they can cost-shift to cover these 
losses. With the cost of bad debt and charity care in county 
hospitals approaching $700 million in 1987, the county overmatch 
for health care exceeding $200 million in the 1987-88 fiscal 
year, and many county hospitals operating at capacity, counties 
have reached the limit of their ability to absorb new losses and 
new unsponsored patients. County hospitals operate in a zero sum 
environment. If they are to meet the needs of a growing share of 
inadequately sponsored AIDS patients, it may come at the cost of 
reduced services to other members of the community. 
Impact of Changes Prooosed in ~ ~00 
How will HIV testing for health insurance applicants affect the 
current delicate balance of public and private sector financing 
and provision of AIDS care? Unfortunately, the answer is not 
clear because it is not known how many people infected with HIV 
are covered by individually underwritten policies or might apply 
for such coverage in the future. The Office of Technology 
Assessment (OTA) reports that 10 to 15 percent of privately 
insured Americans have individual policies. If HIV seropositive 
people are proportionally represented in the population of 
individual policyholders, then we can assume that 10 to 15 
percent of costs currently covered by private payors will be 
Octo~~r 27, 1988 --Testimony 
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shifted to the public sector, ei to Medi-Cal or county 
Sec 17000 programs. This does not include cost-
persons in small groups who will also subject to te 
The results of a recently published 1987 OTA survey suggest 
ft for 
claim costs for AIDS patients may not impose a serious burden on 
individual insurers. OTA asked insurers to identify the 10 major 
diagnostic categories, including AIDS and related conditions, 
that absorbed the greatest share of claims dollars 
individually underwritten policies. Among commerc 
only 17 percent reported AIDS among the 10 diagnoses and overall 
AIDS and related conditions ranked sixteenth out of 22 possible 
diagnoses. Among Blue Cross/Blue Shield plans, only 2 of 8 (25 
percent) named AIDS as one of the 10 diagnoses that accounted for 
the greatest share of claims dollars and overall it ranked 
fourteenth. 
le it is not obvious that the costs of providing services to 
th AIDS through individually underwritten policies will 
jeopardize the financial health of insurers, all evidence 
suggests that further shifting of the costs of care from the 
private sector could devastate the much more fragile system of 
public providers. It should also be noted that special treatment 
a disease, which some say that prohibitions on use of the HIV 
antibody test constitute, is not unprecendented. For example, 
OTA that some states prohibit insurers from declining 
or charging higher premiums to blind people or women 
exposure. 
for the costs of care to persons AIDS is a 
problem, but it is not a unique problem. It is a sympton 
much larger has to into 
focus iences our current system financing 
produced 5.1 11 uninsured Californians. 
needs of the 20 percent of our state's population 
age of 65 that is uninsured already serious strains 
~l a's health care system. Our po cy forts should focus 
on closing these gaps in coverage, not on creating new classes of 
uninsured people. Permitting HIV testing is a step in the wrong 
policy direction. It is important to remember that permitting 
HIV testing has implications for financing care beyond AIDS-
related treatment. It may be 10 to 15 years, if ever, before a 
person infected with HIV exhibits symptoms of AIDS. But 
permitting HIV testing will make this person uninsurable for all 
health care costs, including costs of treating any non-AIDS 
related illnesses for which he or she is at no greater risk than 
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the general population. Thus, when this person is in an 
automobile accident or requires an emergency appendectomy he or 
she will become yet another contributor to the already staggering 
bad debt and charity care costs, which exceeded $1 billion 
statewide in 1987. Also, persons with ARC, who may require 
substantial services but are not presumptively eligible for Medi-
Cal, will be reliant on counties for their care. That we can ill 
afford to add to the ranks of the uninsured is no more obvious 
than here in Los Angeles where uncompensated care costs have 
placed in doubt the viability of the trauma system and the county 
health system is contemplating $41 million in cuts. 
When CAPH testified before Assemblyman Johnston's committee last 
year on HIV testing and insurance, we asked that any proposed 
legislation address the broader policy problem of ensuring 
adequate funding for the costs of care to persons with AIDS. We 
commend Assemblyman Johnston for recognizing that the testing 
issue could not be addressed in isolation and for his decision to 
link AB 2900 with AB 600, which would have created a risk pool 
for uninsurable people. While this certainly was a positive 
approach, we were concerned that it would not be adequate. The 
record on risk pools in other states is certainly mixed. Despite 
extremely high premiums and limited coverage, most experience 
substantial losses. Furthermore, this coverage is unaffordable 
for most uninsured people. Thus, risk pools end up covering only 
a fraction of the uninsured population in a limited way at very 
high cost. 
The costs of treating a person with AIDS do not disappear when a 
person loses his or her insurance. The magnitude of the costs we 
are facing as a society are unavoidable, but they are just as 
real in the public sector as in the private sector. The policy 
question we face is how much of this responsibility should be 
borne by the public sector and how much by the private. That we 
face this question at all is a symptom of our much broader problem 
meeting the health care needs of our growing uninsured 
population. Solving both problems poses major challenges to us 
as a society. In both cases, the solutions must lie in a public-
private partnership. Changing current policy to permit insurers 
to use HIV testing does nothing to help forge this partnership. 
It takes a giant step backward down the road to more uninsured 
people, more people unable to pay for their health care needs, 
and more strains on the already overburdened, underfinanced 
public health care system. Any decision to change this policy 
must be made in concert with development of a comprehensive plan 
to ensure that adequate funding is available to cover these costs 
of care, be it through the public or private sectors. If the 
policy determination is that this is a public sector 
responsibility, this decision must go hand-in-hand with 
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one that ensures adequate funding for public programs and public 
providers to meet these demands. 
Some say that California is out of step with rest of the 
country in prohibiting HIV testing for insurance. While this may 
be, California is often recognized as a bellwether state. We 
have not been afraid to be different in the past and this case 
I believe it is a positive difference. If we are out of step 
with the rest of the country, at least we are facing in the right 
direction. 
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Madam Chairman, members of the Committee, I am Marc Goldberg, 
Chief Executive Officer of Sherman Oaks Community Hospital and 
Chairman of the AIDS Issues Committee of the Hospital Council of 
Southern California. I appear before you today on behalf of the 
California Association of Hospitals and Health Systems and its 
member organizations, the Hospital Council of Central 
California, the Hospital Council of Northern California, the 
Hospital Council of San Diego and Imperial Counties, and the 
Hospital Council of Southern California. As providers of health 
services to persons with AIDS and AIDS-related conditions, we 
appreciate the opportunity to appear before you again to address 
the issue of permitting private health insurers to test 
individual applicants for antibodies to the human 
immunodeficiency virus (HIV) . 
We cannot support legislation that would decrease the 
availability of health insurance, potentially impede access to 
GGJ 
Rcprcscnnng California Hospitals and then Health Systems CJ::J 
care ces for persons in need, and compromise the 
rights of individual zens From a publ standpo 
risks faced by the insurance are created 
forbidding HIV testing of the customers must be we 
against the tremendous costs to society of allowing 
It the opinion of California's s the 
22 
of legislation permitting insurers to test for HIV status would 
adversely impact an already burdensome uncompensated care 
problem in this state. By allowing testing, more Californians 
would be uninsured, and the costs to providers of health care 
and, ultimately, the public would increase substantially. The 
greater the level of uncompensated care, the fewer quality 
health services we will be able to provide, thereby compromising 
access to medical services for all persons in serious need of 
acute inpatient care. 
In addition, we maintain that by lowing insurers to use the 
HIV test to determine insurability, issues of confidentiality 
and discrimination related the of test results are 
raised and left unresolved. Protections of individual rights 
must be guaranteed before widespread lowed. 
Moreover, we believe that the dec ion of "Who shall pay?" for 
the costs of AIDS and other catastroph illnesses cannot be 
decided by the insurance companies alone. Since the proposed 
legislation would shift the financial burden onto the public 
2 
223 
sector almost exclusively, testing should not be allowed until 
an alternative means of financing health care for the uninsured 
and the uninsurable is created. Any future solution to the 
financing of uncompensated care will require the cooperation of 
both the public and private sectors and must include both the 
providers and payers of health care services. 
The Impact of Testing on Hospitals 
The availability of private health insurance is vital to the 
survival of California's hospitals, since it represents the 
central system of payment for hospital services provided to 
persons under the age of 65, which is the population most 
susceptible to infection with AIDS. The volume of AIDS patients 
in California, coupled with the high costs associated with AIDS-
related care, leaves California's hospitals particularly 
vulnerable to substantial financial losses when treating AIDS 
patients. 
Currently, the costs of providing hospital care to persons with 
AIDS and AIDS-related conditions average $825 per day, with the 
average length of stay (in California) of 12.3 days. The 
average cost per admission in California is approximately 
$17,000, compared to an average of less than $7,000 for all 
other admissions. The estimated "lifetime" costs of an AIDS 
patient, from diagnosis to death, are reported to range from 
$40,000 to $150,000; the California Department of Health 
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estimates an average lifet cost of $70,000. All 
these costs notwithstanding, hospitals report uncollectible 
amounts for all claims submitted AIDS admissions, whether to 
private insurers, Medicare, or Medicaid. The 
uncollectible is $3,600 per patient per hospitalization. Since 
uncollectible amounts per patient day are 
payors, the larger proportion of AIDS 
these programs, the larger the losses for the hospital. 
Losses to hospitals must either be "passed on" to other payers, 
which is increasingly difficult to accomplish in this era of 
prospective payment and hospital competition, or "written off" 
as bad debt or charity care. The ability of an individual 
hospital to sustain such losses depends on the payor mix for the 
hospital, its geographic location, and its ratio of insured 
patients to uncompensated patients. Substantial losses could 
force hospitals to curtail services, to send uninsured patients 
to ready-burdened public fac it , or ultimately to close, 
thereby reducing access to medical care in a community. For 
public hospitals, the inability to absorb additional losses is 
particularly acute. 
currently, AIDS-related losses to s ifornia exceed 
$54 million. The projected 50,000 AIDS cases in California over 
the next five years could result in staggering losses. Neither 
public nor private hospitals are prepared to absorb this amount 
of losses, and if more of the expected AIDS cases are 
4 
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uncompensated, these estimates could be conservative. We assert 
that the greater the denial rate for private health insurance on 
the basis of seropositivity of HIV tests, the more this problem 
of hospital losses will be exacerbated. Unfortunately, we 
cannot predict with any certainty the extent of this effect. 
The Impact of Testing on Individuals 
Permitting insurers to test for HIV status can affect individual 
applicants for health insurance only in a negative fashion. 
First, persons testing seropositive for HIV will most likely be 
denied health insurance, although some could be provided 
insurance on a severly limited "exclusion" basis. As reported 
by the Office of Technology Assessment of the u.s. Congress last 
February, commercial insurers, the Blue Cross/Blue Shield plans, 
and HMOs consider the risk of AIDS a reasonable condition to 
deny insurance coverage in spite of the fact that the majority 
of seropositive individuals are asymptomatic for AIDS. 
Persons who are seropositive for HIV and denied health insurance 
coverage will be uninsured for any medical care costs they might 
incur, whether for AIDS-related or other medical conditions. 
Consequently, an uninsured individual will be solely responsible 
for any and all medical care costs until he exhausts his 
resources sufficiently {i.e., he "spends down" his assets) to 
qualify for medical assistance under the state's Medicaid 
5 
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program. At such time, the burden of ing medical care 
becomes the responsibil of the public payor. For California 
this means greater stress on an already-strained Medi-Cal 
budget. 
In addition, it is believed that allowing insurers to use the 
HIV test prerequisite for health insurance will discourage 
individuals from submitting to voluntary testing, thereby 
reducing the effectiveness of AIDS education and counseling 
efforts. Without effective education and counseling, it will be 
more difficult to contain the spread of the AIDS virus 
throughout the general population. 
Persons without health insurance are also more likely to defer 
necessary medical care. For persons with ARC or AIDS in 
particular, the deferral of care could exacerbate medical 
status. 
Should Insurers Have the Authority to Test for HIV? 
While we understand the arguments of the insurance industry 
regarding the importance of their ability to classify risk and 
how this ability is compromised when insurers are prohibited 
from identifying pertinent information to assess such risk, we 
do not believe that insurers should have the authority to test 
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for HIV. Certainly, current Califonia law barring insurers from 
testing for HIV intrudes on what the insurers would consider 
traditional insurance principles, i.e., their ability to assess 
risk and to prevent adverse selection. Nevertheless, reversing 
the law based on the insurance industry's argument fails to 
consider the loss risk to society, both in terms of individual 
losses and public financial losses. 
We assert that there are other means of reducing an insurer's 
loss risk that do not violate the rights of an individual and 
that do not shift the burden of payment entirely onto the public 
sector. For example, experience rating for group insurance 
policies spreads the costs for services rendered to the group in 
the past year over the next year, leaving the future group of 
insured persons to bear the incremental increased (or decreased) 
costs of this experience in the form of higher or lower 
premiums. Incorporating persons with AIDS, ARC or seropositive 
HIV status into larger population groups and rating these groups 
based on experience will spread the costs of AIDS-related 
treatment across a wider population base. 
In addition, there is precedent for state insurance 
commissioners to ban the use of other tests by insurers in 
deference to public policy considerations, even though the tests 
have clear predictive value. California, for instance, does not 
allow insurers to deny coverage on the basis of exposure to DES 
(Cal. Ins. Code section 10119.7), the presence of sickle cell 
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( . Ins. Code section 10143), or the presence of Tay Sachs 
(Cal. Ins. Code section 10143). The reasoning behind the ban of 
these tests is that predictive tests for certain diseases 
genetic traits can be used to discriminate aga groups of 
people. Similarly, the HIV test is associated with soc 
groups that have and continue to be targets of 
Furthermore, the HIV test represents only one of many recent 
medical advancements for detecting the exposure, infection, and 
predisposition to certain diseases. The United State Public 
Health Service predicts that most Americans will be able to 
obtain an individual "genetic profile" by the year 2000. While 
these advancements have some positive consequences, such as 
helping people avoid diseases they are susceptible to through 
modifications in behavior, the negative implications of the 
greatly expanded use of diagnostic and predictive tests by the 
insurance industry are far-reaching with respect to access to 
health insurance and public health care costs. Insurers will 
likely use these tests for risk classification and the 
determination of insurability, and a greater number of 
people could be considered uninsurable in the future as more 
risks are identified. 
We have to ask: To what extent can private insurance companies 
be allowed to thrive on the basis of competition and free 
enterprise while at the same time be permitted to sweep their 
problems under the public sector's carpet whenever confronted 
8 
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with an unusual risk? 
Conclusion 
The California hospital industry believes that new approaches 
for financing the costs of AIDS-related care will be necessary 
before insurers are allowed to test individuals for exposure to 
the human immunodeficiency virus. 
One potential solution could be the formation of a state risk 
pool for the medically uninsurable. In the last legislative 
session, we supported two "risk pool" bills that would have 
covered the medically uninsurable (AB 600, sponsored by 
Assemblyman Isenberg, and SB 6, sponsored by Senator Robbins), 
but these bills failed passage. Whether a subsidized state risk 
pool is the best approach for adequately covering the insurance 
needs of the state's population of medically uninsurable persons 
deserves further study. 
To better evaluate all financing options, the Legislature should 
consider the formation of a special committee, comprised of 
representatives from the state, private health insurers 
(commercial, Blue Cross, and the HMO industry), health care 
providers, and employers, which will be charged with developing 
a financing mechanism that (1) economically distributes the 
costs of treating AIDS across all payers and (2) ensures that 
persons with AIDS and AIDS-related conditions have access to and 
9 
continue to receive necessary medical care and treatment. We 
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On Thursday, October 27th, Councilmember John Heilman 
and I went to testify against AB 2900, "AIDS Insurance Bill", 
at the State Building in Los Angeles. We had been confirmed 
to appear between 3:30 and 4:00 p.m. and were surprised to 
find out when we arrived that the hearing was over. You 
finished early and did not wait until 4:00 p.m. as was 
indicated in your letters. 
We hope you heard enough testimony that day to realize 
how inappropriate and unfair AIDS testing for insurance 
eligibility is. I have enclosed my testimony for the record. 
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Abbe Land 
Mayor Pro Tempore 
cc: Councilmember John Heilman 
8611 Santa Mon1ca Boulevard. West Hollywood. CA 90069-4 109. 213 854 7 460 
Good afternoon, name Abbe Land, Pro 
of West Hollywood. I am glad to have the to 
express West Hollywood's opposition to AB 2900. 
We have many concerns and questions about this bill 
that will low health es to an 
individual's eligibility for coverage based on an AIDS 
test. 
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This bill raises many issues, a few of I 1 try 
to address this afternoon. If a person is determined to be 
ineligible for health insurance, who then pays for the costs 
of these uninsured individuals? We believe it will be the 
public health care providers that will have to bear the 
burden. County medical facilities that are already strapped 
for funds and space will be even further impacted. County 
health care programs may be discontinued or limited in order 
to make up the costs that would have to be absorbed due to 
the influx of more uninsured people. That may mean the end 
of some health care services to seniors, children and the 
mentally 1. Maybe taxes will have to be raised to help pay 
for these costs. Until there is some VIABLE alternative for 
health insurance coverage, AB 2900 
taypayers money. 
1, we feel, cost the 
The issue of money seems to be of great concern to the 
insurance companies. They say the cost of covering people 
who test positive are more than they can bear. A recent 
issue of Moody's Investors Service said that the morbidity 
and mortality of the AIDS epidemic are "unlikely to cause 
widespread insolvencies or bankruptcies in the private u.s. 
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insurance industry." The report stated that its analysis of 
medical care costs for AIDS victims, rising death rates, and 
the cost of AIDS testing concluded that "it is unlikely that 
AIDS cases among the insured population will be numerous 
enough, even under the most catastrophic of current 
scenarios, to seriously damage industry credit worthiness 
over the next decade." 
This brings me to my next point, that AIDS is the 
biggest health crisis that AMERICA has had to face, and we 
feel that we all must share the burden, and work towards the 
cure. I fail to see how allowing the insurance industry to 
discriminate against people who test positive will provide 
any incentive on their part to help in the fighting of this 
disease. By sharing the responsibility with all of us, the 
insurance industry would be forced to look at ways to help 
bring down the costs in caring for people with AIDS, things 
like reimbursing for home health care, recognizing Hospice as 
a low-cost alternative to hospital stays, reimbursing the 
costs of prescriptions for some of the experimental drugs, 
etc. 
A point to note that just because a person tests 
positive, it does not mean they will have symptoms of ARC or 
AIDS, so what will this person do about non-AIDS related 
insurance needs - things like yearly medical check-ups, 
preventative medicine, a broken leg or an emergency 
appendectomy? How will they be able to acquire coverage for 
non-AIDS related health care services? 
If indeed this bill were to be passed, we feel much 
stronger language is needed regarding confidentiality. In 
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that one 
do not want to have antibody test the concern over the 
confidentiality of test results. Insurance companies feed 
all their information into a central data bank called Medical 
Information Bureau (M.I.B.} and each can then access 
information in that data bank. The possibilities for 
discrimination resulting from compromises in the M.I.B. have 
frightening, nationwide consequences. Also, many small 
towns the insurance agents wear many hats and may not be as 
sensitive to the confidentially-obtained information as they 
should be. Again, I want to state that a positive test does 
not guarantee a person will ever get AIDS. 
A counseling component must be added to this bill; you 
cannot test a person and tell them they are positive without 
providing some sort of pre- and post-test counseling, and the 
insurance industry cannot expect already strapped community 
service organizations to foot this bill. 
In closing, let me say that we firmly believe this bill 
will be much more detrimental to the well-being of people and 
that it will end up costing the taxpayer far more than it 
would ever cost the insurance companies, and we think that is 
terribly unfair. 
A Coalition Dedicated to Affordable Health Care for All Califomians HEALTt!J 
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Health Access is a coal of 60 organizations dedicated 
to affordable health care for all Californians. Our Steering 
Committee includes unions, churches, professional associations, 
senior groups, civil rights advocates, consumer groups, and 
patient advocates, all of whom are concerned with care 
crisis that is reflected in the growing number of medically 
uninsured Californians. 
I recommend that this Committee in its deliberation about 
how to deal with the financing of health care for AIDS patients 
seek a solution that does not exacerbate the already critical 
problems facing medically uninsured Californians, and is the most 
comprehensive and compassionate solution possible. Today, more 
than 1 out of 5 non-elderly Californians, that is 5.2 million 
people in this state, are without any medical insurance. The 
percentage of Californians who are uninsured is significantly 
above the national average. The uninsured are either working 
full time or dependent on someone who is working. A third of 
those uninsured are children. one-third of all the children in 
Los Angeles have no health insurance. One-quarter of the 
children who live in San Francisco have no coverage. The number 
of uninsured has doubled since 1980, and there is nothing to 
indicate that the problem will do anything but grow. This 
Committee will be playing an integral part in solving the 
problems of the uninsured in the next year, and I encourage you 
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to maintain an eye toward a comprehensive solution as you 
approach each manifestation of the problem. 
The difference in care received by insured and uninsured 
patients has been carefully studied and clearly documented. 
Studies indicate that those who have no health insurance 
frequently do without necessary basic care and end up far sicker 
than the insured population. Some of the figures that I'm going 
to cite to you are older than others, but all indications are 
that treatment of the uninsured in California has only changed 
for the worse in recent years. According to a 1983 publication 
funded by the Robert Wood Johnson Foundation which looked at the 
difference in care received by insured patients versus uninsured 
patients: 
Insured patients saw a physician on the average of 3.7 times 
a year. Uninsured patients saw physicians only 2.4 times 
per year. 
While 4.8% of insured families who needed care in 1982 did 
not receive it, a shocking 15% of uninsured families who 
needed care in 1982 could not receive it. 
17% of insured families did not see a physician at all in 
1982 while almost a third of uninsured families saw no 
physician. 
Among insured patients, 9·.7% reported no regular source of 
health care, while over 23% of the uninsured said they had 
no regular source of care. 
3 
Among the uninsured over half reported a serious illness 
because of a major financial problem. 
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Between 1982 and 1986 physician visits for low income people 
in poor health dropped by 8%. 
Over all, the poor, who make up a great bulk of the 
uninsured, had 27% fewer visits than did 
same health status. 
Last year it is estimated that 1 million Americans who, 
despite their economic conditions, went out and sought 
medical care did not receive it. The majority of these 
people were poor or uninsured or minorities. 
One in six Americans who had an identifiable chronic and 
serious illness such as cancer, heart disease, diabetes, or 
stroke did not see a physician even once during 1986. For 
example, nationally, 20% of the uninsured who had chronic 
illnesses did not see a physician even once during the year. 
As you know, in California the counties are the providers of 
last resort. And this is where many of the uninsured take 
themselves to find care. To what sort of health care system, 
then, are we relegating AIDS pati and others who are 
uninsured? Between 1965 and 1982, the number of public hospitals 
in California dropped from 65 operated by 58 counties to 30 in 
just 23 counties. Thirty percent of California's population live 
in counties which lack any public hospital. Even those counties 
which operate public hospitals frequently fail to furnish 
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adequate care. The problems facing patients who use the county 
health system include transportation problems in some areas that 
require sick patients to travel on 4 to 6 buses to get to and 
from the county facility; excessively long waits to get 
appointments followed by protracted waits in clinics once 
appointments are secured. Often, patients cannot be seen as 
often as their physicians wish them to be seen because the county 
systems are under-staffed and overburdened. The state is 
subjecting large numbers of sick and dying patients to gross 
discomforts and substandard care. This is a method of delivery 
of health care which is neither rational nor compassionate and 
which does not befit a state as wealthy as our own. 
I ask you to look at the problem which is before you today, 
how to finance the insurance of AIDS patients, in the context of 
the larger problems facing the uninsured. I ask you to refrain 
from any solution that does not make affordable coverage 
available to these patients and to adopt a posture in addressing 
this issue that looks toward a comprehensive approach to the 
problem facing all of the 5.2 million uninsured Californians. 
In grappling with the problem of the cost of insuring AIDS 
patients we suggest that the Committee encourage solutions that 
include community rating. Insurers should look at the largest 
community feasible and spread the risk across all the insureds, 
thereby guaranteeing that no particular group is excluded from 
insurance coverage altogether, or required to pay such an 
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exorbitant rate that the purchase of insurance becomes 
impractical. Without community rating, we have a system whereby 
young and healthy insureds are skimmed off the top while older 
patients or patients deemed more likely to become ill are 1 
behind. This would result in a situation where we essentially 
ask the sickest population to pay for each others care. 
A.B. 2900 (Johnston) as presented in the Legislature last 
year was a more humane proposal than a number of bills which 
would simply have dumped AIDS patients with no recourse other 
than public systems. However, Health Access opposed A.B. 2900 
for a number of reasons including the following: 
Most persons who test positive for HIV are individuals who, 
because of inherent characteristics, have become the victims 
of social discrimination. Existing law protects these 
people from certain further discrimination; it would be 
unfortunate to reverse existing policies which protect 
vulnerable populations from isolation, disenfranchisement, 
impoverishment and abandonment. 
A.B. 600, to which passage of A.B. 2900 was tied, allowed 
for excessive premiums of up to 150% of normal, regardless 
of a purchasers ability to pay. A.B. 600 would have been 
available only to those whose substantial incomes allow them 
to afford exorbitant premiums. Persons who could not afford 
these premiums might be forced to go unprotected for years 
6 
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while they could otherwise have been productive members of 
society. 
A.B. 2900 allowed insurance companies to single out people 
who might develop AIDS over patients who could develop a 
variety of diseases for which testing is not presently 
available. In states where insurance discrimination based 
on HIV testing is allowed, one-half of all insurance 
companies now use AIDS anti-body testing as a barrier to 
individual health insurance coverage. 
There is a trend in the insurance industry to cover only the 
most robust individuals those least likely to need health 
care. Rather than opening new avenues for discrimination in 
insurance eligibility based on testing, this Committee 
should be cognizant of the fact that more blood and genetic 
tests will be available in the coming years upon which to 
base discrimination and that policy could be developed to 
encourage the sharing of risk over the broadest possible 
population and to avoid isolating potentially ill people. 
Under A.B. 600 insurance companies and insurers would be at 
financial risk only to the extent of collected premiums. 
Any expenses incurred beyond this amount would be paid by 
the state. Health insurance is based on a risk principle, 
but under A.B. 600 there is no risk, and only potential 




We ask the Committee to see uninsured AIDS patients and all 
of California's uninsured not as people who are each individually 
experiencing a problem procuring health insurance, but rather to 
see the larger social problem that we in fact face. We appeal on 
the most humane levels to assure that young and old, men, women 
and children who need health care not be viewed on a case-by-case 
basis with discrimination amongst individuals with different 
financial situations or different diseases. We are a society 
that wishes all of its sick and dying to be treated with equal 
respect and dignity. We encourage this Committee to keep its eye 
on the formation of a comprehensive system which would cover all 





Executive Offices. Ordway Building 
October 19, 1988 
Senator Diane Watson, Chair 
Senate Health & Human Services Committee 
State Capitol, Room 2191 
Sacramento, California 95814 
Dear Senator Watson: 
Thank you for inviting Kaiser Foundation Health Plan, Inc. to 
testify before the Senate Health and Human Services Committee at 
its hearing on "AIDS Insurance: AB 2900 (Johnston)" to be held at 
the State Building, Los Angeles on October 27, 1988. Due to a 
prior commitment, I am unable to appear in person. However, on 
behalf of my organization, I would like to submit these comments 
for the record. Our comments address the specific issues noted in 
the Committee's letter of invitation for the hearing. 
1. To what extent are health insurance claims currently being 
.9X:fected by coverage of HIV infected individuals? What has 
been the cost of claims to date? 
Kaiser Foundation Health Plan does not have access to data on 
this subject for the entire health benefits industry. We do have 
data for our Northern California Region as a result of the 
Region's participation in a recent study sponsored by the 
Congressional Office of Technology Assessment on the impact of 
AIDS. A copy of the study is enclosed for your information. The 
Northern California Region serves more than two million members in 
Northern California - 25% of its service area's population. 
The study found that the Region's incidence of AIDS increased 
from about 1.6 cases per 100,000 members in the period 1981-83 to 
19.7 cases per 100,000 members in June 1987. From 1981 to June 
1987 a total of 940 members were diagnosed with AIDS. 
The average lifetime cost of care for AIDS patients in the 
Region is $35,054. This may be less than costs reported elsewhere 
in California largely because of the emphasis on outpatient 
treatment and because of the strong network of community support 
OCT 2 0 1988 
Kaiser Foundation Health Plan, Inc. 
One Kai>er Plaza Oakland. California 94612 
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services available in San Francisco. Tota p als 
costs per patient have been reduced in par because of the 
establishment in 1 06 of an outpatient intravenous infusion center 
which saved our San Francisco Medical Center an estimated 3,500 
days of inpatient care during t first 18 months of operation. 
In contrast, the average annual cost of prescription drugs for 
AIDS patients increased significantly after the intr tion of 
AZT as an outpatient treatment for AIDS in 1986. 
The Region's AIDS related costs for 1987 were estimat to be 
$8.7 million. The Region projects 2,500 new AIDS cases from 
1987-1990. Assuming the $35,054 cost these cases will cost $87.7 
million. This estimate does not inc inflation, additional 
costs of new therapies, costs of care for infected patients who 
are not yet diagnosed to have AIDS (i.e., patients who have ARC or 
who are HIV seropositive) or changes in the costs of new 
alternative health care arrangements. 
We do not have this kind of detailed information for our 
Southern California Region at this time. 
2. What is the rationale for insurers to support exclusion of HIV 
positive, but asymptomatic, persons from coverage? Is there a 
compelling argument to exclude them from coverage for the 
treatment of non-related illnesses and medical conditions? 
A distinction should be made between the provision of group 
and individual coverage in considering this issue. Group coverage 
involves the commitment to enroll members of a group, regardless 
of their health status. In our view, this policy should not be 
changed. Those carriers who offer individual coverage establish 
medical screens or other methods to exclude persons with 
conditions which, based on sound actuarial principles, are likely 
o result in si ficant health care expense. Absent the ability 
to screen applicants, individual coverage would become financially 
prohibitive for carriers to offer. Persons who are HIV 
seropositive have a high probability of contracting AIDS or ARC 
and incurring significant health care expenses and therefore fall 
within the class of persons who would be excluded from i ividual 
coverage if the law permitted it. 
Whether carriers would exclude HIV asymptomatic individuals 
from individual enrollment programs if were permitted to do 
so depends upon a number of factors. Some carriers may choose not 
to do so for reasons of organizational mission or because of the 
costs associated with screening. Others would hold that all high 
risk individuals applying for health insurance should be treated 
equally. Thus, they would exclude persons who are HIV 
seropositive as they currently exclude persons who have high blood 
pressure or other significant negative medical indications. 
Federally qualified HMOs and licensed health care service 
plans are not permitted to enroll persons and then exclude them 
from coverage for illnesses related to HIV. We believe that the 
same prohibition applies to other licensed carriers. 
-3-
245 
3. To what extent are insurers currently utilizing the T-cell 
test to determine insurability? 
Kaiser Permanente is not using the T-cell test at this time. 
4. What other tests are being used for other conditions, for 
purposes of similar exclusions? 
When applicants for individual coverage apply they are asked 
to fill out a questionnaire which includes questions designed to 
determine whether or not they have a condition which is 
actuarially significant. In some cases a physical examination and 
associated clinical tests are performed. 
5. What would be the costs of testing to the insurance industry? 
Would these costs be absorbed? Or passed on to other 
beneficiaries? How would the costs of testing compare to the 
cost of claims, if testing continues to be prohibited under 
law? 
We do not know what these costs would be for our Program at 
this time. 
6. What should be the appropriate responsibility of the private 
health insurance industry to provide pre and post-test 
counseling, referral to treatment and assurances of 
confidentiality for persons who are infected with HIV? 
Except for testing carried out for research purposes unlinked 
to any individual, persons who receive HIV tests should receive 
appropriate pre-test and post-test counseling and referral for 
necessary treatment as determined appropriate by the patient's 
physician or counselor. Testing, counseling and treatment should 
be conducted in a manner which assures patient confidentiality as 
required by law. 
7. Should the passage of any health insurance testing be linked 
to legislation that would ensure coverage for those who are 
excluded such as the vetoed SB 6? To what extent should such 
coverage be as comprehensive in scope of benefits as the 
health insurance policy would have been and affordable to 
average income or below average income persons? 
Repeal of the prohibition against using the HIV antibody test 
for insurance screening should be linked to the enactment of a 
program to cover the medically uninsurable. Both SB 6 and AB 600 
would have established such a program. In either case the cost of 
providing coverage would have exceeded the ability of most 
enrollees to pay for it because of the expense of providing 
coverage to persons who are, by definition, likely to be high 
utilizers of health services. Thus a subsidy would be required to 
make the coverage affordable. The subsidy should be financed 
through a broad based revenue source. AB 600 provided for such a 
subsidy. The broader the benefit package offered under a risk 
-4-
pool, the higher the cost and the larger lie i 
required to maintain an affordable premium for enrollees. 
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_iirms reluctant to give health 
By Frank Swoboda 
Washington Post 
WASHINGTON - Although 
health care costs have become one 
of the biggest concerns of business, 
most companies are unwilling to test 
prospective employees to determine 
susceptibility to serious diseases. 
A new study by the Congressional 
Office of Technology Assessment 
shOws that most companies still are 
able to absorb the costs of cata· 
strophic diseases that develop 
umong their workers and therefore 
have dec1ded not to do anything to 
reduce their likelihood. Yet. 
The study was requested by Con-
gress in an effort to determine the 
potential impact medical testing by 
private insurers could have on the 
public financing of health care. The 
congressional concern is that if pri· 
vate insurers begin screening poten-
tial employees for catastrophic dis· 
eases such as AlDS or cancer. there 
will be pressure on the government 
to take care of those who have been 
denied insurance. 
The concern in Congress comes at 
J time when major new health insur· 
ance proposals such as those pro-
posed by Democratic Presidential 
nominee Michael Dukakis and Sen. 
Edward M. Kennedy, D·Mass .. would 
require all employers to provide 
health insurance. 
OT A Director John H. Gibbons. in 
the forward to the report. said . 
.. Tests to identify individuals who 
are likely to develop serious dis· 
cases are bemg rapidly developed. 
Some of these tests are directed at 
diseases for which there are present· 
ly no known therapies. thereby rais· 
ing questions over the social conse· 
quences of identifying susceptible 
persons. Other tests are directed at 
diseases that are among the fore· 
most causes of morbidity and mor· 
tality such as cardiovascular dis· 
eases and cancer, but for which 
clear-cut relationships between test 
positivity and a high probability of 
developing disease have yet to be es· 
tablished." 
As testing procedures improve 
and become more widely available 
and affordable, Gibbons said there is 
concern that many employers -
particularly the larger companies 
that have been turning to self-insur-
ance - may have an incentive to 
use medical tests for prospective 
employees. 
The turn toward self insurance as 
a cost-containment measure already 
has led many companies to increase 
the cost-sharing with their employ-
ees through higher deductibles and 
co-insurance requirements. If the 
medical and health insurance indus-
tries begm incorporating predictive 
tests. self-insuring corporations are 
apt to follow suit. according to the 
studv. 
Ri~ht now. the biggest obstacles to 
massive predictive testing. accord-
mg to Lawrence H. Milke. project di· 
rector for the study. is the prolifera-
tion of state laws that have emerged 
to protect AlDS victims from dis· 
cnmination through testing. :\1any 
employers are simply afraid they 
will be sued if they test. 
But. Miike said. developments tn 
the A lOS area are movmg so fast it is 
almost impossible to predict where 
it will lead. He said that when he 
first started the study. most compa-
mes said they were not concerned 
about AIDS and would treat it like 
any other disease. 
Miike predicted that "how we deal 
with AIDS is how we are going to 
deal with other disease." Unlike can-
cer and heart disease, Milke said, 
AIDS is getting special attention un-
der the law in the anti-discrimina-
tion area and making special claims 
on public funds. 
A move toward predictive testing 
by private insurers and business 
could go two ways. according to the 
study. lt could simply lead to higher 
premiums for individuals with high 
health risks. or it could lead to a 
class of people who are no longer in· 
surable. 
The study concludes that how 
businesses react to either scenario 
will go a long way toward shaping 
the future of public health insur· 
ance. 
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JCPenney I nsu ranee 
A JCPenney Financial Service 
Carol A. Watkins, F.L.M.I. 
Ass1stanl Counsel 
November 17, 1988 
The Honorable Diane Watson, Chairperson 
Senate Health and Human Services Committee 
State Capitol Bldg., Room 2191 
Sacramento, California 95814 
Dear Senator Watson: 
RECE 
NOV 2 i 
Ans'd .......... . 
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I wouldc like to express our Company's appreciation for the 
opportunity to submit written comments regarding HIV testing in 
health insurance. Although we were unable to participate in the 
hearing held on October 27, 1988, we encourage the members of the 
Health and Human Services Committee to vote for passage of AB-
2900. 
We are greatly concerned that present California law does 
not permit health insurers to test individuals for exposure to 
the AIDS virus. The practice of medical testing to determine 
risk for underwriting purposes has long been established and 
widely accepted by the general public. Since AIDS is a life-
threatening disease, it should be treated like any other life-
threatening disease for health insurance purposes. Not to do so 
distorts the actuarial process and could lead to a dramatic 
increase in health premiums to all purchasers of insurance. 
Opponents of this legislation have expressed fear that 
insurers will cancel when they discover a person has AIDS. It is 
not possible to do so legally and to our knowledge no policy has 
been cancelled f.or any of the existing life-threatening diseases. 
J. C. Penney Life Insurance Company is engaged in the 
writing of accident & health insurance and life insurance through 
agents and on a direct response basis in California. 
Approximately $14 million of direct premiums were collection from 
41,000 California policyholders during 1987--almost equally 
distributed between life and health & accident insurance. 
Again, we urge the Senate Health and Human Services 
Committee to recognize the need for health insurers to test for 
AIDS in the very same way that we identify other medical 
conditions in the underwriting process and vote for passage of 
AB-2900. 
JCPenney Life Insurance Company 
P.O Rnv 17n ,....,_,._ 
Respectfully, 
c~w~ 
Carol Watkins 

